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THE AMAZING EFFECT OF LIGHTING 
DESIGNED FOR A SPECIFIC JOB 


@ Proor that adequate lighting more than pays for itself is furnished by a test 
conducted recently for a key punching operation . . . an operation that con- 
stitutes approximately half of the tabulating job and one that requires both 
critical and prolonged use of the eyes. 


Before the test, operators worked in a somewhat strained posture, under a 
general lighting system that provided eight footcandles. In June 1934 an 
improved lighting installation was made . . . a combination of both general 


and supplementary lighting that provided 60 footcandles. 


Under the new combined system the operators have been able to approach 
the speed limit of their machines, so that up to November 1936, production 
had increased 58.3% ...and at the same time errors had been reduced 68.5%. 


There are many ways to improve present lighting systems in offices—changes that improve seeing 
conditions, lessen fatigue, and increase efficiency. For specific suggestions and information, 
write General Electric Company, Dept. 166, Nela Park, Cleveland, Ohio, for a free copy of 
the new 35-page, illustrated booklet «Lighting for Seeing in the Office.” 


THEY STAY BRIGHTER LONGER 


Scientifictests showthat inferior bulbs often 
waste as much as 30 cents for every dollar 
you spend on light. Why take chances with 
such bulbs when Mazpa lamps made by 
General Electric give you your full money's 
worth of light ? 480 checks and inspections 
in their manufacture guard against the 
smallest imperfection, A sure guide to 
lamp quality is the monogram @ on 
the end of every lamp . .. it means that 


these lamps will Stay Brighter Longer. 


GENERAL @ ELECTRIC 
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The Condition of BUSINESS 


FUNDAMENTAL STRENGTH. General business has continued 
its upward course, promising an active Spring season. All 
the factors which have stimulated business into exceptional 
activity in the past year are present and the rising curve of 
consumer demand shows few if any signs of straightening out. 

Lasor Unrest. The chief uncertainties of the moment 
are the effect of labor disputes upon industrial activity, and 
the long term course of Federal authorities with respect to 
credit control and money rates. 

It is certainly indicative of broad, underlying strength 
that adverse factors have had little material influence upon 
current business. The General Motors strike naturally re- 
duced industrial output because the automobile industry 
occupies a key position and the effects of a prolonged tie up 
would be bound to spread. 

Votume or Business UNINTERRUPTED. Retail buying has 
been somewhat spotty as a result of unseasonably warm 
weather, but on the whole is ranging around 10 per cent 
above that of a year ago. Wholesale buying is reported as 
showing even greater strength. Activity in steel continues 
unabated in spite of the strike in the automobile factories, 
the back log of orders indicating high production until well 
into the spring. Machinery, railway equipment, construction 
materials and nearly all heavy goods are reported active. 
Current sales of capital goods are said to be running over 30 
per cent higher than in the corresponding period of a year 
ago. Here, again, the only possible break in sight seems to be 
the results of prolonged labor troubles. 

FeperaL BupGET AND Taxes. Chances for the immediate 
modification of the undistributed profits tax seem less bright 
than they were before Congress met and the budget message 
was submitted. So also with respect to the capital gains tax. 
Budget estimates for the next fiscal year have been based 
upon the tax structure as it now stands and the Administra- 
tion seems disposed to operate the revenue machinery, in- 
cluding miscellaneous revenue measures which are about to 
expire, on present lines for at least another year. 

Stock TRADING. The Securities and Exchange Act may be 
strengthened so as to cover possible abuses in exchange 
member trading. 

RoBINsON-PatMAN Act. The chain store act may be 
modified to cover the operations of manufacturers who main- 
} ‘ain their own retail establishments and chain stores which 
do their own manufacturing. 

SoctaL SEcurITY. Modifications of the Social Security Act 
are being discussed which may lighten the tax a little for 
the present, but it is somewhat doubtful if they will be at- 
tempted this year. 

Uncertain Money Rares. Bankers waited intently for 
the Federal Reserve Board to announce its plans with respect 
to the excess reserve situation in line with the word on 
November 21 that action to curb the influence of unemployed 
funds would be taken early in the year. 

Several reasons were suggested for the delay. One was that, 
although the Reserve authorities recognized, with excess 
eserves again around the $2,100,000,000 mark, some action 
would have to be taken to prevent possible misuse of unem- 
ployed funds, there was nothing in the present securities or 
‘commodity situation to demand immediate action. Condi- 
tons, of course, have changed somewhat since November. 
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DEFLATIONARY Errect. It seems to be felt that with 
strikes possible in the near future an undue expansion of 
credit is unlikely and that any action taken by the Board to 
prevent it might have an unfavorable effect upon business 
expansion. 

In other words, there are enough deflationary influ- 
ences at work without adding to them. At all events the re- 
sult has been uncertainty in a very sensitive money market, 
especially with respect to short term rates. It led to an in- 
crease in acceptance money rates and considerable irregu- 
larity in the prices of bonds, including those of the Federal 
Government—nothing at all serious, but important as an 
indication of the sensitiveness of the bond and money market 
situation. 

Dirricutt Decision. Evidently the Reserve authorities 
encountered some difficulty in deciding both the extent and 
the method of reducing the excess funds. A question of 
“timing” also entered into the matter and the compara- 
tively slow return of holiday money from circulation was a 
factor that had to be taken into account. 

INCREASED Business LOANS ANTICIPATED. Favorable 
year end reports from most banks have given the banking 
business much encouragement although the improvement in 
earnings on current operations has been the result largely of 
net recoveries compared with previous losses. This fact 
makes the immediate prospect less impressive. Most bank- 
ers, however, expect a continued demand for miscellaneous 
loans for business. “Other loans” in the reporting member 
banks reached their high point at $4,290,000,000 on Decem- 
ber 30—$889,000,000 higher than on the corresponding 
date of 1935. 

The decline since the beginning of the year has been mod- 
erate—less than in the corresponding period of 1936. The 
steady rise in these loans last year began in March. With the 
increase in the volume of industrial output and trade it is 
considered inevitable that a similar rise may be expected 
during the current year. 

Lonc RANGE View FavoraBLe. The long range view of 
the business situation is unquestionably favorable. However 
menacing may be the labor situation it may be realized that 
strikes in themselves can be regarded in some ways as in- 
dications of business recovery as well as of certain malad- 
justments caused by business recovery after a long period of 
depression. 

The steady improvement in the traffic, finances, and 
prospects of the railways; increasing plans for plant ex- 
tensions and betterments of great industrial concerns, such as 
the $130,000,000 outlay announced by the steel companies 
and $300,000,000 by American Telephone and Telegraph; 
prospect of a still further increase in home construction in the 
building season; and steady gains in practically all lines of 
capital goods all point to a steady up-turn. 

Wor ImpRovEMENT. Monetary and credit policies 
point in the same direction and further support for the 
favorable outlook is found in the fact that the improved 
situation in the United States is in keeping with that in 
other countries. Current expansion in the foreign trade of the 
world is an increasingly important element in present busi- 
ness activity in this country and in the world generally and 
is a substantial guaranty of its permanence. 
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We are constantly needing 


E SUBMIT —as an indicator of our sound 

health—our sound growth. Every year of 
our forty-three we have bettered our financial 
position. Here is a four-year cross section of the 
way we are progressing: 


1933 


Our capital, surplus and reserves were 
$6,480,168.06. And our total resources were 


$54,514,850.26. 
1934 


Our capital, surplus and reserves grew to 
$6,947,653.46. While our total resources grew to 
$61,905,167.22. 


bigger shoes 


1935 


More growth. Capital, surplus and reserves be- 
came $8,142,786.13. And our total resources 
were $72,911,698.58. 


1936 


Still growing. Our capital, surplus and reserves 
total $8,797,752.93. And our total resources 
$90,889,855.05. 

Our latest financial statement is ready —may 
we send you a copy? These figures should prove 


of value in extending counsel to those who seek 
your advice. 


Investors Syndicate agency offices 

in 152 leading cities, including: 
New Yorkt Boston Pittsburgh - Chicago 
Birmingham Detroit Dallas St. Louis 


Kansas City - Denver - Seattle - San Frese 
Toronte* Montreal* Vancouver 


INVESTORS SYNDICATE 


Established 1894 


Living Protection...everyman's road 


to financial securi 
\ Home Office: Minneapolis, Minn 
/ tOffice Investors Syndicate Title and Guaranty 
4 *Office Investors Syndicate, Ltd., Canada 
—— These companies are affiliates of Investors Syndicate 
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WASHINGTON BRIEFLY 


Washington, D.C. 
RESIDENTIAL MESSAGES, budgetary or otherwise, cannot, 
Pre certainty, be taken as a measure of legislation by 
the present Congress. An unwieldy party majority may 
break up into blocs and cause trouble, but as the session 
progresses the appearances favor presidential policies and a 
continuation of the Government’s emergency set-up with 
modifications chiefly in the direction of amplifying what the 
President asks. 
* * * 
THAT IS NOT LIKELY to be the case with Government reor- 
ganization, but in more routine lines, such as appropriations 
for recovery and relief, the trend seems evident. 


* * * 


THERE HAD BEEN talk of limiting the supplementary relief 
appropriation for the rest of this fiscal year to half a billion 
dollars, yet the proposals have been lifted to $790,000,000. 


* * * 


THE PRESIDENT, HOWEVER, has indicated to Congress that 
if it spends it must provide the wherewithal and that may 
put a crimp in the principle of amplifying a good thing. 

* * * 


SomE PLANS of the Government involve so delicate a 
situation that much amplification by Congress is unlikely. 
Plainly, the Administration intends to keep agricultural aid 
in its own hands, but how it can do so in the face of the 
Hoosier Mills decision of the Supreme Court is uncertain. 


* * * 


AT PRESENT the plan is to continue the system of distribut- 
ing benefits on the basis of soil conservation. However, in- 
stead of transferring this system to state management at the 
end of the current calendar year, as provided in the law, the 
effective date will either be postponed for another two years, 
abolished altogether, or modified so as to continue the dis- 
tribution in the Federal Government’s hands unless the 
farmers of a state vote specifically to approve the transfer to 
state authorities. This, of course, they are not expected to do. 


* * * 


THE REASON OFFERED is that farmers favor Federal ad- 
ministration of their benefits. Uncle Sam is more generous 
than the average state government. The expenditures in 
farm benefits for the next fiscal year are estimated at $482,- 
400,000. There is no doubt that increased powers for the 
Agricultural Adjustment Administration will be asked and 
granted. 


* * * 


THE PICTURE Is NOT altogether clear as to labor legislation. 
The Administration has indicated its desire of obtaining 
minimum wages, maximum hours, a child labor ban and 
other reforms, which were given as the original object of the 
N.R.A., but there is less talk of legislation and more of 


voluntary cooperation of industry under Government super- 
vision supported by Government authority. 


* * * 


ONE REASON for present indefiniteness is the divided state 
of the labor world. It seems safer to deal in generalities until 
the situation develops and Congress has had an opportunity 
to thresh out things to the final stages. As a matter of fact 
there can be no safe action in the way of labor legislation 
until the constitutionality of the Wagner Labor Act has been 
passed upon. 

* * * 

It Is STILL SOMEWHAT UNCERTAIN what will be done about 
the Social Security Act. One thing seems sure, and that is the 
early death of the old age reserve fund. Even the Adminis- 
tration stands rather aghast at the $47,000,000,000 total 
contemplated a few years hence, but since a substantial re- 
serve will be required there seems to be no occasion for hurry. 
There is some probability that the tax will be reduced when 
final revision is made. 


* * * 


THE CIvitiAN CONSERVATION Corps is to be written into 
the permanent law of the land before March 31, when present 
authority for it lapses. Authority for an extension of reduced 
interest rates on farm mortgages held by the Federal land 
banks is expected to be incorporated into the Agricultural 
Aid Act. 

* * * 

THE MISCELLANEOUS REVENUE TAXES, at present limited 
to June 30, will be extended. Expectation that the undis- 
tributed corporate earning tax will be modified is disappear- 
ing; so also a probable change in the capital gains tax. The 
truth is, Congress is afraid to tackle the subject of taxation. 

* * 


THE POSITION OF THE ADMINISTRATION seems to be that it 
will be wise to let well enough alone. “I should like,” says the 
President, “‘to emphasize the importance of maintaining the 
productiveness of the present tax structure so that we may 
properly provide for the fulfillment of our fiscal program.” 
Not much change is forecast in that statement. 


* * * 


BANK SUPERVISORY AUTHORITIES in Washington have 
agreed that no revision of the banking laws will be proposed 
by them during the next month. A meeting of representatives 
of the three supervisory authorities will be held in March to 
decide what legislation, if any, will be recommended. 


* * * 


DETAILS OF HOUSING LEGISLATION are yet to be settled. 
The Wagner bill which came near passage in the last Con- 
gress, will be the basis of new proposals, but many members 
of the two houses are insisting that the whole movement for 
better homes, now spread out rather thin in a round dozen 
Government agencies, be better coordinated. 
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4 tows efficient investment of funds is beyond the ca- 
pacity of a single mind...no one man may hope to 
grasp all the factors continuously affecting the values of 


the hundreds of securities eligible for your bank’s 
bond account. 


Here at Moody’s the difficult task of fact-finding and 
investment management is divided among a large staff 
of mature investment specialists. One group devotes its 
whole time to studying rails, another to utilities, still 
another to industrials. These men gather and analyze 


and political evente 
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the facts, relaying them to your bank’s personal coun- 
sellor. He, in turn, interprets and applies the findings 
of the specialists to your bank’s current needs for in- 
come and safety in terms of your ever-changing trend of 
deposits, amount of loans, seasonal needs for cash and 
other factors underlying a sound investment policy. 


The Cost of this thoroughly practical supervision is 
nominal. How much it will cost your bank can be de- 
termined only after we review your portfolio. This, 
we will gladly do, in confidence, without obligation. 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 
65 Broadway, New York City 


105 West Adams Street, Chicago. 
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The Government’s Bank Account 


Washington, D. C. 
RE is no certainty, of course, that the fiscal plans of 
the Federal Government mean that the Treasury is to 
stop borrowing new money and leave idle bank funds 
with no place to go, but things certainly look as if that 
might be the case. 

In the President’s budget message the gross income of the 
Treasury for the current fiscal year is estimated at $5,828,- 
150,719 and expenditures at $8,480,804 ,493, leaving a deficit 
of $2,652,653,774. This is to be partly covered by a decrease 
in the Treasury’s working balance of $900,128,774, public 
debt retirement of $404,525,000 will be replaced by refunding 
securities, and there will be an increase in the public debt of 
about $1,348,000,000. Since more than $725,000,000 of this 
estimated increase has been effected in the December and 
previous financing, there is approximately $625,000,000 of 
further increase to be arranged for. 

Of this amount, $225,000,000 will be taken up by the old 
age reserve account of the Social Security program which, 
under the law, must be invested in Government securities. 
The balance to be raised is approximately $400,000,000. At 
the present rate of sale the Government’s “baby bond” is- 
sues will take up perhaps $175,000,000 of this amount while 
investments of various Government agencies such as the 
postal savings system may absorb special issues in consider- 
able amounts. The R.F.C. is expected to turn back into the 
Treasury perhaps $200,000,000 more than it has already 
paid over during this fiscal year. 

In short, there seem to be all sorts of ways of getting the 
wherewithal for the Treasury without going to the money 
markets. New financing which will increase demands upon 
the general investor is approaching the vanishing point and 
in the fiscal year commencing next July the Government ex- 
pects to balance its budget and will thereafter stay out of the 
borrowing business. It is possible, indeed, that in the 1937- 
1938 season the old age pension reserve, which will be in- 
creased by an estimated $525,000,000, and a possible excess 
of receipts over expenditures may take a billion dollars of 
the Government’s obligations out of the market. After the 
experience of the past six years it would be an unusual ex- 
perience for bankers to wake up some morning and find a 
shortage of Government securities. That possibility is in the 
offing but it is conditional. 


BANK DEPOSIT CHANGE IN PROSPECT 


ASSUMING that the Government’s plans can be realized, it 
seems evident that the influence of Treasury financing on 
_ Increasing bank deposits will also be reduced considerably. 
Of the contemplated $625,000,000 rise in the debt during the 
balance of the current fiscal year, all but perhaps $200,000,- 
000 will be covered by drafts on private deposits in the form 
of taxes or non-bank subscriptions to Government loans. In 
other respects the deficit will be covered largely by the 
transfer of funds from Government to private deposits. The 
Prospect is that there will be considerable change in the 
nature of bank deposits but comparatively little change in 
their volume so far as Government financing affects them. 
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Subtracting the increase in the debt due to the payment of 
the soldiers’ bonus last year, the deficit for the current year 
is larger than its predecessor; but its most pronounced 
effects upon banking have already been registered. It is also 
to be noted that in calculating the deficit for the current year 
the Treasury includes roughly $667,000,000 of repayments 
from the R.F.C., the Commodity Credit Corporation, the 
railways, and agricultural relief agencies. Last year such 
items amounted to roughly $400,000,000. These credits re- 
duce the current deficits, but they represent expenditures of 
capital—the absorption of those “recoverable assets” the 
Government has been offering as a set-off to the constantly 
mounting public debt. 


THE RELIEF RUB 


PROPOSED balancing of the budget in the next fiscal year 
contemplates revenue of $7,293,607,197 and expenditures of 
$6,157,999,254, or a surplus of $1,135,607 ,943, with provision 
for only $316,031,000 expenditures for recovery and relief. 
There is the rub. As indicated by the President, there is no 
hope that the amount allotted for relief will be sufficient 
but the Government expects that the additional amount will 
not exceed $1,537,123,000, or a total of $1,853,154,000 for 
the purpose. Assuming that the estimated surplus can be 
realized, this would indicate a deficit next year of around 
$400,000,000, relief and all, constituting what is referred to 
as a “layman’s balancing of the budget.” 

Even that, however, is contingent “upon the assumption 
that industry will cooperate in employing men and women 
from the relief rolls in larger numbers than during the last 
year.” 

Many of those in charge of industrial management, 
recognizing their obligation to the nation, have furnished a 
large measure of employment to the jobless. Today, while it 
is true that in some sections of the country certain types of 
skilled workers are still seeking employment, the great 
majority of those now receiving relief belong to the unskilled 
group. 

In actual fact, the balancing of the budget in the next 
fiscal year is problematical. The proposals represent a 
considerable reduction of expenditures, but this year’s 
budget includes around half a billion dollars hold-over on the 
soldiers’ bonus payments, and the first appropriation bill of 
the new Congress is for $790,000,000 for additional relief 
funds. 

The full measure of the nation’s expenditures for re- 
lief has never yet been indicated by the original budget 
proposals and there is nothing to suggest that the hoped for 
limit of $1,853,154,000 for next year represents finality. In 
other words, as the latest report of the Brookings Institution 
puts it: “We are still gambling, so to speak, upon a suffi- 
ciently rapid growth in national income to permit a balancing 
of the budget before confidence in the credit of the Govern- 
ment wanes.” 

From a long range standpoint the most significant feature 
of the budget for next year is that the estimated income is 
$7 293,607,197, practically all of which is raised by taxes. 


un- 
ngs 
in- 
lof 
ind 
is | 

de- 

is, 

on. 

5 


NEW BOOKS 


Governments Must Eat 


are willing to leave to government and the professors. In 
the concrete form of taxes and unbalanced budgets it is 
familiar enough; but the theories are easily neglected or 
obscured. In fact, we may sometimes feel that there is no 
theory behind the raising and expenditure of public money. 
Those who wish to go more deeply into the matter will find 
profitable reading in First Principles of Public Finance, by 
Antonio de Viti de Marco (Harcourt, Brace, $4). Now 
available in English for the first time, this treatise by a dis- 
tinguished Italian offers a scholarly discussion of the theory 
underlying the field in which he has long specialized. It is 
essentially a fundamental and philosophical study. As the 
author says in his preface, he treats public finance “as a 
theoretical science, assigning to it the task of explaining the 
phenomena of public finance as they appear in their histori- 
cal setting. Hence it is necessary, on the one hand, to go back 
to the causes of the phenomena, and, on the other hand, to 
trace their effects.” 


Fe the abstract, public finance is a subject that many of us 


* * * 


A specific phase of public finance—centralization of taxes 
—is studied by Miss Mabel Newcomer, chairman of the 
economics faculty at Vassar College, in Central and Local 
Finance in Germany and England (Columbia University 
Press, $3.50). Although this book primarily concerns what 
two countries have done in transferring revenues from cen- 
tral to local treasuries, it has a bearing on the present trend 
of the financial relations between comparable government 
units here. 

Professor Newcomer selected Germany and England be- 
cause they were countries in which post-war developments 
had made local governments “markedly dependent on the 
central government for support.” However, she says, it is 
apparent that “local financial systems in the United States 
are as incapable of coping with the exigencies of a severe 
depression as local financial systems in other countries.” Our 
local governments, during later years of the depression, came 
to depend on Federal and state support almost as extensively 
as did the local units in Germany and England. 

The author points out that the tendency in the United 
States now is toward uniform and centrally administered 
taxes which the local governments share directly through the 
distribution of fixed percentages or indirectly through grants- 
in-aid. 

Germany and England have developed highly centralized 
tax systems and have reduced local tax powers substantially 
since the war. In compensation, Germany’s central govern- 
ment has built an elaborate system of shared taxes and Eng- 
land’s has greatly increased its grants-in-aid. It is with these 
two methods that the book is concerned. 

* * * 

This is an opportune time to glance briefly at several 
books, perennial or otherwise, of a reference nature. In point 
of size and scope, A Bibliography of Finance is outstanding. 
This monumental volume, issued by the International 
Finance Seminar in Kobe University of Commerce, is a 
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compilation of material on money and finance published jp 
English, French and German from the 15th century to 1933, 
The editor is Mitsuzo Masui, professor of international 
finance and foreign commerce at the Japanese university, 
The listings (more than 1600 pages of them) embrace books, 
pamphlets, periodical articles, material in encyclopaediag 
and government publications, grouped nationally and by 
subject and period of time. British and American titles are 
covered separately. One omission is to be noted—the names 
of book publishers. 

Two less ambitious bibliographies are specialized. The 


Amos Tuck School of Administration and Finance at Dart-_ 


mouth College has issued the third revision of A Reading 


List on Business Administration, a pamphlet listing about” 
300 titles of important books published on that general sub. 


ject during the last two decades. The other is The Literature 
of Business Statistics, compiled by Professor Olin W, 
Blackett, of the University of Michigan. It gives 370 titles, 

A recent useful handbook is Mathematical Principles of In 
stalment Financing, by W. Russell Mules and Owens Laws 
(McGraw-Hill, $5). It consists of text, yield and discount 
tables, and formulae for the experienced executive and op- 
erator in the instalment field. American Bank Reporter 
(Charles Steurer Press, $10), ‘the banker’s desk directory 
since 1836’’, observed its centennial with the 1936 edition 
last November. The 1937 edition of Credit Manual of Com- 
mercial Laws (National Association of Credit Men, $5) 
covers new Federal laws affecting trade, and summarizes 
state legislation. Federal Tax Course (Prentice-Hall, Inc., 
$10), which has been helping people with their tax problems 
for the past 14 years, appears in the 1937 edition. Its fea- 
tures include 300 key tax problems with solutions, the 1936 
Revenue Act with editorial explanations, and all Treasury 
regulations on income taxes, clearly explained. 

* * * 

Two books dealing with contrasting financial setups are 
The New Federal Reserve System, by Rudolph L. Weissman 
(Harper, $3) and Soviet Money and Finance, by L. E. Hub- 
bard (Macmillan & Company, Ltd., $4.50). Mr. Weissman, 
subtitling his volume “The Board Assumes Control”, 
necessarily traverses much familiar ground, although he 
strikes a new note by showing how the attitude of the 
Reserve Governors toward economic issues can influence 
System policy. He discusses fully the policy views of the 
present Board. Another interesting feature of the book is 4 
year-by-year thumbnail summary of the System’s history 
since 1919, supported by statistical data. 

Mr. Hubbard’s contribution to our knowledge of Rus- 
sian finance, past and present, is a carefully prepared and 
detailed study, the result of 30 years’ acquaintanceship with 
the country. He has followed closely the Soviet Union's 
development, especially since 1928 when the first Five-Year 
Plan was launched, and he analyzes critically the financial 
system that has been organized to meet the needs of 4 
socialist economy. Many more changes will be required, he 
finds, before the problem is finally solved. 
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“Unforeseen events... 


Passport 


Topay’s industrial worker is actually safer on the job 
than at home. From the moment he punches his time card 
in the morning until the whistle blows that night, he 
works under the vigilant protection of safety devices and 
plant regulations unknown or unheard of only twenty 
years ago. 

His lot is in striking contrast with that of his prede- 
cessor of 1917, when death by accident took nearly twice 
as many workers as it does today. Even more significant 
is industry's record when compared with automobile 
fatalities and the fatal accidents in homes. 

Pioneers in the development of industrial safety engi- 
neering are the casualty companies of the country. The 


to Safety 


Maryland, for example, has not once failed to lessen both 
the number and seriousness of accidents in any industrial 
plant where its recommendations have been put into 
effect. Recommendations of this kind not only save count- 
less human lives, but also improve production efficiency 
and return substantial savings to the employer. 

In industry, as in almost every other phase of human 
enterprise, The Maryland plays a definite part in assuring 
that Unforeseen Events need not affect the course of 
man’s affairs. Enlisted in the cause are a nation-wide corps 
of engineers, 5,000 affiliated physicians and 10,000 
Maryland agents covering every state in the Union, Alaska, 
Canada, Cuba, Puerto Rico, the Canal Zone and Hawaii. 


THE MARYLAND 


MARYLAND CASUALTY COMPANY 


BALTIMORE 


The Maryland writes more than 20 bonding lines, including... Fidelity... Bankers’ Blanket... Contract... Check Alteration and Forgery... Depository... Fraud 
Public Official Bonds... Judicial. More than 40 types of Casualty Insurance, including... Aircraft... Engine... Automobile... Burglary... Boiler... Elevator 
Accident and Health... Fly-Wheel... General Liability... Plate Glass... Electrical Machinery... Sprinkler Leakage... Water Damage... Workmen’s Compensation. 
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of New York 


MAIN OFFICE 
140 Broadway 


BRUSSELS LIVERPOOL 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


LONDON PARIS HAVRE ANTWERP 


Condensed Statement, December 31, 1936 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers’. . . . $ 660,220,262.99 


Bullion Abroad and in Transit 13,202,854.00 
U. S. Government Obligations 590,105,249.40 
Public Securities . . 54,432,761.77 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities . . 23,859,645.56 
Loans and Bills Purchased . . . 669,293,384.06 
Items in Transit with Foreign Branches. 2,258,543.13 
Credits Granted on Acceptances .... . 39,514,874.97 
Bank Buildings. 13,277,131.39 
Other Real Estate _ 477,774.59 
Real Estate Bonds and Mortgages. 2,322,209.70 
Accrued Interest and Accounts Receivable 10,214,178.61 
$2,086,978,870.17 
Capital. ......... 90,000,000.00 
Surplus Fund bos . 170,000,000.00 
Undivided Profits. 9,356,562.00 
$ 269,356,562.00 
Dividend Payable January 2, 1937 . . . 2,700,000.00 
Miscellaneous Accounts Payable, Accrued 
Interest, Taxes, etc.. ......... 27,583,280.45 
Acceptances . $47,501,324.36 
Less: Own Acceptances 
Held for Investment . 7,986,449.39 
39,514,874.97 
Liability as Endorser on Acceptances and 
Foreign Bills . 3,014,142.00 
Deposits . . . . $1,709,643,127.39 
Outstanding Checks . . 35,166,883.36 
 1,744,810,010.75 
$2,086,978,870.17 


Securities carried at $11,416,;048.30 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


WILLIAM C. POTTER, Chairman W. PALEN CONWAY, President 
EUGENE W. STETSON, Vice-President 


DIRECTORS 


GEORGE G. ALLEN Director, British- EUGENE G.4GRACE 
American Tobacco Company, Limited, 
and President, Duke Power Company w. A. HARRIMAN 
W. PALEN CONWAY President 
CHARLES P. COOPER Vice-President 
American Telephone & Telegraph Company 
JOHN W. DAVIS of Davis Polk Wardwell 


Gardiner & Reed 
HENRY W. de FOREST 


President, 
Bethlehem Steel Corporation 


of Brown Brothers 
Harriman & Co. 
JOHN A. HARTFORD President, The Great 
Atlantic & Pacific Tea Company 

DAVID F. HOUSTON President, The Mutual 
Life Insurance Company of New York 


CORNELIUS F. KELLEY President, 
ARTHUR C. DORRANCE President, Campbell Anaconda Copper Mining Co. 
Soup Company FREDERICK P. KEPPEL President, 


EDWARD D. DUFFIELD President, Carnegie Corporation of New York 
The Prudential Insurance Company of America) tyOMAS W.LAMONT of J.P. Morgan & Co. 
CHARLES E. —~* President, Berwind- WiLLIAM C.POTTER Chairman of the Board 
hite Coal Mining Company GEORGE E. ROOSEVELT of Roosevelt & Son 

LEWIS GAWTRY President, EUGENE W. STETSON Vice-President 
The Bank for Savings in the City of New York GORNELIUS VANDERBILT WHITNEY Banker 
ROBERT W. GOELET Real Estate GEORGE WHITNEY of J. P. Morgan & Co. 
PHILIP G.GOSSLER Chairman of the Board, L. EDMUND ZACHER President, 
Columbia Gas & Electric Corporation The Travelers Insurance Company 


(Member Federal Deposit Insurance Corporation) 


Guaranty Trust Company 


Many 
Little 
Bureau- 
ceracies 


Washington, D.C. 
ONGRESSIONAL opposition to 
the reorganization of the Federal 
Government as proposed by Pres. 
ident Roosevelt was anticipated inas. 
much as Congress has many times 
demonstrated that while it favors con. 
solidations, re-groupings and economies 
in general, its members individually are 
opposed to reorganization which affects 
them or their protégés. In the present 
instance the proposed reorganization is 
so sweeping and fundamental in its 
scope that abundant hooks upon which 
to hang opposition are offered. 

In the present system there are overa 
hundred independent agencies respon- 
sible only to a Chief Executive already 
overwhelmed by the duties placed upon 
him by law. The President’s Commit- 
tee believes that no Government de- 
partment, no Cabinet officer, can super- 
vise more than 10 such agencies or divi- 
sions. 

From the standpoint of numbers 
and volume of business alone the group- 
ing of these agencies under administra- 
tive heads means at least two additional 
Cabinet officers. Inasmuch as the Gov- 
ernment now has no department whose 
scope includes public welfare and public 
works it is proposed that two new de- 
partments be created to administer the 
many agencies now concerned in such 
activities. This involves a change in 
name of the Interior Department to the 
Department of Conservation, an unim- 
portant change except that it indicates 
lines of possible development. The same 
reasoning suggests the advisability of 
increasing the President’s staff by per 
haps six executive assistants. The pres- 
ent staff is entirely inadequate, neces 
sitating the borrowing of men from here 
and there in the Government in cit- 
cumstances inconvenient for all con 
cerned. Most Cabinet members now 
have “assistants to the Secretary” 
“special assistants to the Secretary.” 
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| would not have you adopt this 
five-point program, however, with- 
out realizing that this represents 
an important step in American 
history. If we do this, we reduce 
from over 100 down to a dozen the 
operating executive agencies of 
the Government, and we bring 
many little bureaucracies under 
proad coordinated democratic au- 
thority. — The President’s mes- 
sage to Congress on Government 
reorganization 


The Committee’s recommendations look 
to a grouping of all Government agen- 
cies and corporations under 12 depart- 
ments. 
* 

SOME reasons for this regrouping and 
consolidation have been given by Sena- 
tor Byrd of Virginia, chairman of the 
Senate Committee on Government Re- 
organization. Pointing out innumerable 
instances of “glaringly obvious, over- 
lapping functions and useless agencies,” 
Senator Byrd states that there are 50 
Federal agency legal divisions in Wash- 
ington alone. There are at least 24 
agencies lending Government money, 
three concerned with insuring deposits 
and loans; 34 with acquisition of land; 
16 with wild-life preservation; 10 with 
Government construction; nine with 
credit and finance; 10 with materials of 
construction, and at least 12 with home 
and community planning. 

There are 46 Government personnel 
officers in Washington, 104 information 
and publication offices, 126 agency li- 
braries, 51 traffic managers who arrange 
for transportation, and hundreds of for- 
mer newspapermen employed by the 
Government in the press sections. The 
Senator said the magnitude of Federal 
expansion outside of Washington was 
illustrated by the fact that “we lease 
or own office space equivalent to 52 
Empire State buildings, or more than 
one Empire State building for each 
state in the Union”—all outside of 
Washington. 

Proposals for Government reorgani- 
zation by the congressional committees 
which have been considering the sub- 
ject are yet to be formulated and will 
probably be presented to Congress in 
the form of a bill based on the outline 
submitted by the President. It is known, 
however, that they will contain many 
specific recommendations made in a re- 
port by the Brookings Institute which 

been carrying on research work in 
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Boston Philadelphia 


SOUND 


INSURANCE 
fire 


windstorm 

automobile 
earthquake 

sprinkler leakage 
explosion, riot and 
civil commotion 

use and occupancy 
rent and rental value 
annual transit 

fur floater 

parcel post 

personal effect floaters 
trip transit 
miscellaneous scheduled 
property floaters 


An excellent company—Ask your broker or agent 


MILLERS NATIONAL 


INSURANCE COMPANY 


ESTABLISHED 1865 


HOME OFFICE + CHICA 


co 


U. S. Government Securities 


Municipal Bonds and Notes 


Canadian Government, Provincial 
and Municipal Bonds 


Foreign Government Securities 


Chicago 


c--------- 


Home Owners’ Loan Corporation Bonds 
Federal Farm Mortgage Corporation Bonds 
Federal Intermediate Credit Bank Debentures 
Federal Land Bank Bonds 


Bank and Bankers’ Acceptances 


Railroad Bonds 
Equipment Trust Certificates 
Public Utility and Industrial Bonds 


Discount Howse 


SALOMON BROS. & HUTZLER 


MEMBERS OF THE NEw YorK STOCK EXCHANGE 
Sixty Watt Street 
New York 


Cleveland Minneapolis 


Many thousands 
of INVESTORS 


and business men have depended 
upon Babson’s Reports — oldest 
service of its character in America 
—for guidance thru four com- 
plete business cycles, two financial 
panics, and a World War. 


Get Further Facts 


on this service which has been 
helping clients for over thirty years. 
Acquaint yourself with the Babson 
Three-Point Program of protection, 
income and profit. Learn how this 
program can guide you under to- 
day’s confused conditions. Clip 
the coupon and mail! 


Babson s Reports 


Dept. 97-12, Babson Park, Mass. 


Send — without cost or obligation 
— full particulars of your service for 
investors and business men. 


to 
leral 
Pres- 
nas- 
imes 
con- 
mies 
y are 
tects 
ent 
on is 
its 
hich 
yera 
pon 
mit- 
de- 
per- 
livi- 
bers 
stra- 
onal 
hose 
blic 
de- 
the 
such 
in 
) the 
im- 
ates 
of 
et 
res- | 
ere 
on- | 
now — cs | 
9 


On the Diamond Sulilee of Voice Wniling— 


Industry all over the world reports the 
Ediphone Adds 20% to 50% to Business Capacity! 


HE genius of Thomas A. Edison has man- 
ifested itself in many ways. Among his 
great contributions to the smoother, swifter 
conduct of business has been the miracle of 


Voice Writing . . 
As the tempo of business raced faster and 


. born sixty years ago. 


as the factor of time grew more 
vital . . . the Ediphone became more valu- 


faster... 


able to executives. Today . . . with its many 
improvements . .. it is an A B C of the suc- 
cessful business man’s equipment (provid- 
ing Added Business Capac- 
ity) —as easy to use as a 
telephone. 

With a Pro-technic Edi- 
phone, you can simplify, 
‘regulate, your responsibili- 


10 


Ediphoné 


ties. Correspondence, reports, inter-office 
memoranda are written at the very moment 
you are ready to dictate. Important matters 
are never forgotten. The completion of your 
business day sees the completion of your 
business. And everything is accomplished 
with less effort! 

Executives are invited to Voice-Write with 
the Ediphone in their office on the “You- 
Pay-Nothing” Plan, and to request a free 
copy of Professor H. L. Hollingworth’s 

booklet, “Using Your Head.” 

e For details, Phone The Edi- 

phone, Your City, or address 
Desk B-17, Thomas A. 
Edison, Incorporated, West 
Orange, New Jersey, U.S.A. 


behalf of the Committees. Not the least 
of these recommendations is that the 
greater part of the loans now held by 
various agencies be transferred to either 
the Treasury or to commercial and say. 
ings banks under some form of insyr. 
ance against loss. 

* * * 
REORGANIZATION on the basis of 
efficiency naturally involves trained per. 
sonnel and civil service status for Gov. 
ernment employees. The President’s 
Committee recommends abolition of the 
Civil Service Commission and organiza- 
tion of a new authority under a Single 
head subject to the check and review of 
a non-partisan citizens’ committee. It 
proposes that all Government employ- 
ees except officers connected with the 
formulation of policies be brought un- 
der civil service rules. 

Although there is general approval for 
the idea of a permanent career service 
in the Government, its practical appli- 
cation to the hundreds of thousands of 
employees involves administrative and 
political difficulties. There is particular 
objection to the freezing into the per- 
manent Government set-up of 325,000 
politically appointed non-civil service 
employees, now mostly in the emer- 
gency agencies. Twenty such temporary 
or emergency agencies expire during 
the current year and it is felt in Con- 
gress that placing their employees un- 
der civil service will result in a more or 
less permanent incorporation of these 
establishments in the framework of the 
Government. 

Objection is also raised by an influ- 
ential bloc in Congress to the proposal 
of the President’s Committee to sub- 
stitute for the Comptroller General an 
Auditor General under supervision of 
the Secretary of the Treasury. At pres- 
ent the Comptroller General is ap- 
pointed by the President for a single 
term of 15 years and is responsible to 
Congress alone. He has the power to 
control expenditures under appropria- 
tions by interpretations of the law. 
This power has led to constant friction 
between the Comptroller’s office and 
the various departments under each 
administration, and undoubtedly has 
weakened executive responsibility in 
financial matters. Under the proposed 
system the Auditor General would be 
merely what the name implies—an 
auditing agency. Questions of interpre- 
tations of appropriation acts would be 
handled by the Attorney General. It is 
contended by advocates of the Comp- 
troller system that abolishment of the 
office would remove a necessary check 
upon the expenditures of the various 
departments. 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office * 55 WALL STREET - New York 


Condensed Statement of Condition as of December 31, 1936 
INCLUDING DOMESTIC AND FOREIGN BRANCHES 


Cash and Due from Banks and Bankers $ 463,258,611.11 
United States Government Obligations (Direct or Fully Guaranteed) 526,917,830.63 
State and Municipal Bonds 105,201,096.07 
Other Bonds and Securities 122,800,453.08 
Loans, Discounts and Bankers’ Acceptances 588,348,845.92 
Customers’ Liability Account of Acceptances 23,662 ,028.73 
Stock in Federal Reserve Bank 3,600,000.00 
Ownership of International Banking Corporation 8,000,000.00 
Bank Premises 52,636,931.59 
Items in Transit with Branches 4,729,858.26 
Other Assets 5,644,141.90 


$1,904,799,797.29 


$1,713,840,229.36 


$49,976,611.65 

6,301,552.72 43,675,058.93 

Reserves for: 
Unearned Discount and Other Unearned Income 4,138,469.18 
Interest, Taxes and Other Accrued Expenses 6,583,086.60 
3,100,000.00 
Capital $77,500,000.00 
Surplus 42,500,000.00 
Undivided Profits - 13,462,953.22 133,462,953.22 


$1,904,799,797.29 


Figures of Foreign Branches are as of December 24, 1936. 


United States Government Obligations and other securities carried at 

$75,281,291.82 in the foregoing statement are deposited to secure 

public and trust deposits and for other purposes required by law. 
(Member Federal Deposit Insurance Corporation) 


CITY BANK FARMERS 
TRUST COMPANY 


Head Office + 22 WILLIAM STREET * New York 


Condensed Statement of Condition as of December 31, 1936 


Cash and Due from Banks 48,200,130.05 
United States Government Obligations (Direct or Fully Guaranteed) 32,304,003.03 
State and Municipal Bonds 17,411,351.03 
Other Bonds and Securities 18,681 ,001.67 
Loans and Advances 7,708,244.57 
Stock in Federal Reserve Bank 600,000.00 
Bank Premises 4,427,972.25 
Other Assets 2,785,780.12 


$132,118,482.72 


$106,445,371.13 
2,237,917.21 
10,000,000.00 
10,000,000.00 
3,435,194.38 
$132,118,482.72 
United States Government Obligations and other securities carried at 


$1,516,091.66 in the foregoing statement are deposited with public 
authorities for purposes required by law. 


(Member Federal Deposit Insurance Corporation) 


t 
y 
r 
4 
ASSETS 
f 
t 
4 
r _ 
LIABILITIES 
] Liability as Acceptor, Endorser or Maker on Acceptances and 
r 
) 
y 
All 
4 
| 
| 
f 
) ASSETS 
LIABILITIES 
7 
Undivided Profits. 
| Total... 
e 
4 February 1937 ll 


NEW REMINGTON RAND DEVELOPMENTS} GI 


1 


When 
ness, 
Produc 

titio 
ike 1 
get ou 
time 4 
seven 
mercia 


TWO 


> 
i 
protect 
— 
How LONG your 
BANK WAS uP ON 
THESE aNT prases? \ 
Time spent in posting ~ 
and canceled checks 
2. sure-fire metnods of 
stop ments: 
4. Time Jost accounl® . 
for posting of referer 
a. Time spent comparine jedge* 
and palance® N 
5. Fire provectio’ for vital paper® 5 fre in 
working yours: ~/ ord 
j 
New Reming” Rand methods and 
equipo now che ansW ers 7 
every one of these propiem’ Ask our 
Reming” Rand man gpout yhem- 
: 4 
— 
BANKING Fel 


TO CHECKS AND LEDGER RECORDS 


When factory machinery outlives its useful- 
ness, every executive of the company knows it. 
Production falls off . . . costs increase . . 
tition offers a better product for the money. 
ike machinery, bank systems and methods 
get out-of-date—only the resulting loss in 


- com- 


time and money is hidden. During the past records during working hours 


seven years, banks have allowed their com- 


mercial bookkeeping to get along as best it papers of its business. 


TWO-HOUR FIRE PROTECTION FOR VITAL LEDGER RECORDS 
at point of use 


Don’t wait until you’ve had a fire. Don’t wait 
until vital ledger records are lost forever! You 
owe it to yourself and to your bank to in- 
vestigate this new Remington Rand Safe 
Ledger Tray now. 

Check the plus values this new filing tray 
offers in addition to two-hour certified fire 
protection. Greatly increased filing range. In- 


DON'T LET THIS HAPPEN TO YOU. 4 ten minute 
fire in a fire-proof building can char vital ledger 
records, housed in ordinary steel files, to worth- 
less ashes. Insurance doesn’t cover record losses. 


sert tray rises automatically to correct filing 
height. New tilting front plate permitting 
easier access to work. Complete portability. 
Rolls easily wherever you want it—to opera- 
tor’s station, to reference point, to executive’s 
office. These are but a few of its many new 
advantages. Mail the coupon below today for 
complete illustrated booklet. 


CERTIFIED TWO-HOUR FIRE PROTECTION 
at point of use. This new ledger tray opens 
at a touch, closes and automatically locks in 
two seconds, completely protecting contents. 


could. In the meantime, Remington Rand de- 
velopments have brought improvement to prac- 
tically every phase of bank accounting. For ex- 
ample, today Remington Rand offers not only 
entirely new working convenience but also 
complete fire protection for checks and ledger 


+ protection 
every bank should have for the irreplaceable 


MANY UNIQUE WORKING ADVANTAGES. 
For example, tilting front plate provides 
ample working space without moving fol- 
lower block a fraction of an inch, 


INSULATED CHECK FILE DESK GIVES 
ONE-HOUR CERTIFIED PROTECTION 


Complete the protection of your operat- 
ing unit with this Remington Rand 
Check File Desk. Serves as a combina- 
tion sorting table, posting shelf, check 
file and signature card file. Gives one- 
hour certified fire protection to your 
receipts for money paid out. Each of 


Remington Rand Ine. 


465 Washington Street, Buffalo, New York 
Please give me, without obligation, full details of your 
0 Two-hour Safe-Ledger Tray 
© One-hour Check File Desk 


the three drawers has three removable 
check trays. Linoleum sliding top ex- 
tends out sixteen inches from the body 
of the desk, furnishing additional com- 
fortable working surface. Call in your 
Remington Rand man or mail the cou- 
pon for full details. No obligations. 


AIL THIS COUPON TODAY 
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INANCIAL institutions in the United States other than 
Penis, many of which are in direct competition with the 

latter, probably come close to outnumbering them by 
two to one. The report of the Census Bureau on the subject, 
based upon the census of business carried on during the past 
year, lists 24,520 such establishments. The census, however, 
covers only security brokers and dealers, building and loan 
associations, instalment finance companies, personal finance 
companies and a few miscellaneous establishments, and in 
all these classes it is admittedly very incomplete. 

The lack of mandatory legislation compelling proper 
returns from all such concerns, the difficulty on the part of 
enumerators of identifying all such establishments, the lack 
of previous information on the subject which would give 
leads and make checking possible, the incompleteness of 
published lists and other factors have made it impossible 
for this to be much more than a beginning for future work, 
although it is certainly valuable so far as it goes. 


COVERAGE COULD NOT BE COMPLETE 


THE short coverage noted by the Bureau in its report was 
especially marked in its returns on security brokers and 
dealers, instalment finance companies and personal finance 
companies. In the field canvass, branch establishments were 
counted as units, with the results that direct comparisons 
with banking establishments are made all the more imprac- 
ticable. Coverage also has varied as between the several 
classes of establishments and as between the same sort of 
businesses in the several parts of the country. 

Discounting all these shortcomings in this first attempt to 
secure reliable data as to the extent of the business, the 
amount of employment given and other pertinent informa- 


Number Active 


lishments  etors 


Census of Other Lenders 


Non-Banking Financial Institutions 


of Estab- Propri- 


(See maps, page 37) 


e Th 
tion in regard to what has come to be an important factor inf Gove 
the national credit organization, it is still possible to make will 
some comparisons of interest. For example, the annual . | 
payroll of banks in 1935 reported by the census of banking disab 
establishments was $487,694,572. That reported for them gest 
non-banking financial concerns covered by the present age 1 
report is $274,953,713. The total number of employees in all wie 
banks reported was 266,458; in these non-banking institu. a 
tions, 161,090. In other words, although numerous, the adeq 
average non-banking institution is small; but in the aggre. nece: 
gate these concerns have a considerable part in the financial will 
picture. Details of the several classes of concerns are indi- ro 
cated in the table below. now 

DIRECT COMPARISONS HARDLY FAIR For 
WITH comparatively limited coverage of some classes of ~— 
establishments included in these figures, a direct comparison pron 
with data relating to banking institutions is probably unsafe. with 


However, it may be worth noting that the average salary 
paid all officers and employees in these non-banking concerns 
in 1935 was $1,700 as compared with $1,830 for banks. 
Officers in the non-banking concerns received an average 
salary of $2,129 as compared with $2,682 for bank executives, 
while other employees received $1,590 as compared with 
$1,291 in the banks. The comparisons are hardly fair, how- 
ever, since in a considerable number of the non-banking 
concerns, especially in the new Federal savings and loan 
associations, much of the operations were carried on by 
unpaid officers. 

All the figures in relation to the non-banking establish- 
ments, in fact, can hardly be considered as more than a 
preliminary study. 


Executives and All Other 
Total Employees Salaried Officers Employees 
Number Payroll Number Payroll Number Payrdll 


SECURITY BROKERS AND DEALERS................ 7,224 7,807 

BUILDING AND LOAN ASSOCIATIONS............... 8,118 

INSTALMENT FINANCE COMPANIES................ 2,331 598 

PERSONAL FINANCE COMPANIES............. ... 4,015 1,184 

MORTGAGE AND FarM MortGAGE COMPANIES...... 954 220 


77,329 $162,259,657 5,042 $29,460,537 72,287 $132,799,120 
28,769 57,726,823 3,244 15,724,941 25,525 42,001,882 
48,560 104,532,834 1,798 13,735,596 46,762 90,797,238 
31,806 27,744,044 21,754 18,658,999 10,052 9,085,045 
2,758 3,470,412 1,576 2,253,594 1,182 1,216,818 
29,048 24,273,632 20,178 16,405,405 8,870 7,868,227 
18,639 30,936,866 2,230 8,202,763 16,409 22,734,108 
6,299 10,871,556 1,651 5,251,080 4,648 5,620,476 
12,340 20,065,310 579 2,951,683 11,761 113,627 
15,570 23,320,986 2,700 6,654,645 12,870 16,666,341 
5,796 8,300,218 1,970 4,090,396 3,826 4,209,822 
9,774 15,020,768 730 2,564,249 9,044 ~—12, 456,519 
6,232 9,989,543 1,385 4,111,826 4,847 5,877,717 
11,514 20,702,617 1,672 6,918,445 9,842 
161,090 $274,953,713 34,783 $74,007,215 126,307 $200,946,48 
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@ The new Social Security program of the Federal 
Government will perform an invaluable function. It 
will provide a more universal backlog against the 
disability of old age. Still more important, it will sug- 
gest to ambitious men, not content to go toward old 
age without provision for more than the standard of 
living available to all, the necessity of building more 
adequately for the future, and the even more urgent 
necessity of protecting wives and children. The result 
will, we believe, be’a sharp increase in the use of life 
insurance. 

For many years NWNL has been the first life insurance 
company in the country to publish its statement— 
promptly after the close of business December 31. Here- 
with it presents its 52nd annual financial statement. 


NWNL’s record of growth during the last decade has 
been universally recognized as outstanding even when 
compared with the fine showing of all life companies. 


Yet NWNL has never ceased building for stability. Its 
growth has been exceptionally sound and stable:— 
during the last ten years, while its insurance in force 
increased 68% and its assets 141%, its surplus to 
policyholders and contingency reserves increased 172%. 


In the statement below, as heretofore, bonds in good 
standing are entered at amortized values; those in default, 
at December 31st market prices. If all bonds were carried 
at market prices, surplus funds would be increased by 
$2,143,529, from $5,441,364 to a total of y” awe 584,893. 


52nd ANNUAL STATEMENT OF 
Northwestern National Life Insurance Company, MINNEAPOLIS 


RESOURCES 
( 4.6%)$ 2,737,350 
(21.6%) 12,927,034 
4,034,338 

472,089 


U. S. Gov't Securities 
Bonds Fully Guaranteed by the U. S 
Canadian Gov't Securities 
Other Bonds: 
State, County, and Municipal 
Railroad Mortgage Bonds 
Railroad Equipments 
Public Utility 
Industrial 


3,731,680 
4,693,631 
1,992,509 
9,488,554 
417,872 
309,395 
First Mortgage Loans: 


Farm 1,159,166 


3,566,880 

9,203,906 

2,788,626 
79, 


Policy Loans (16. 
Real Estate (Including Home Office Bldg.)....... ( 4.7%) 
Real Estate Sold Under Contract : 


1264 
Premiums, Due and Deferred 1,795,785 


648,975 


December 31, 1936 


LIABILITIES 

Reserve on Policies 
Death Claims Due and Unpaid 
Claims Reported but Proofs Not Received 
Reserve for Claims Unreported 
Present Value of Death, Disability, and other Claims Pay- 

able in Installments 
Premiums and Interest Paid in Advance 
Reserve for Taxes Payable in 1937 
Profits for Distribution to Policyholders 
Asset Fluctuation and other Reserves 
Surplus Funds and Capital: 

Voluntary Contingency Reserves 

General Surplus 

Paid-in Capital 


Insurance in Force $394,639,015 


THE TEN YEAR RECORD 


91% 
68% 


NWYNL All Companies 


NYNL 
Growth in Assets, 
1926 - 1936 


1926 - 1936 


31% 39% 
-15% 


All Companies 
Growth in Insurance in Force, 
1926-1936 


NYNL All Companies 
Growth in New Insurance Written, 
926-1936 


SOLED OF DIRECTORS 


Pia. CHAMBERLAIN E. W. DECKER 
Chmn, Exec, Committee, 
First Nat'l. Bank 


Co. 


C. T. JAFFRAY 


Nat'l. Bank & 
Trust Co. 
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THEODORE WOLD CARPENTER A. P. WA 
Decker Barrows & Pres. Mpls.. St. Paul Pres. Northwestern _Chmn. of Board, LLACS ¥.T. HEPPELFINGER 


n. 
Shevlin, Carpenter & 
Clarke Co. 


Pillsbury 


Pres. F. H. Peavey 
Flour Mills 
Company 


and Company 
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by 75,000 
lish 2,804,823 
347,095 
in a 326,785 
2,080,937 
2,336,485 
Cp) 
Interest Due and Accrued and Other Assets......( 1.1%) FY 
(100% 960,047,084 
141% 
9,120 
1,882 
7,238 
5,045 
8,227 
103 
0,476 
172 0. J. ARNOLD 
President and 
6,498 Marie Ry. Managing Director 
1s 


Bank Building (entirely air-conditioned ) 


Bank statement proves 


AIR CONDITIONING 
PAYS DIVIDENDS... 


UST 9 words—in the American Bank and Trust Co. statement, but what 
a volume they speak for Carrier Air Conditioning! Writes Mr. Frank P 
Ganucheau, Manager of the American Bank Building, “We believe that ai: 
conditioning has been responsible for our ability to maintain our occupancy.” 


It pays to install Carrier Air Conditioning! And the time to install it is now 


| Now, before the summer rush, before tenants make plans for the hot months 
ae ahead. Now, before building materials increase in cost. A suite of offices, a 
+g floor, stores, or a complete building—metered to each tenant if you prefer, 
J Carrier can design a system for your particular needs, and install it without 


disturbing your tenants. Carrier has had years of experience in planning and 
installing systems in such famous structures as Radio City, Macy’s, the 
Metropolitan Life Building—to mention a few. A Carrier installation is an 
investment over years to come—the year around. 


arr e 
“The Best Address in New Orleans”’ is 


the slogan of the American Bank Building, « e,e e 
New Orleans, completed in 1929—its 23 stories, ir or ri 
including the bank, completely air conditioned 


by Carrier in 1933. 


Here’s A Hint to owners of existing Another Example of Carrier skill in designing Dependable, this Carrier Centrifugal Refrigerato 
buildings: See how beautifully Carrier out- _ outlet grills. “And,” writes Manager Ganucheau, Machine—a typical Carrier development—keeps tena 
let grills harmonize with interior decora- “the system was installed with practically no and employees comfortable no matter how hot the N 
tions in the American Bank Building. inconvenience to tenants.” Orleans sun. Economical, too. 


*Willis H. Carrier 


ARRIER CorPorATION, Desk 136, 
850 Frelinghuysen Avenue, Newark, N. J. 

* Send me, without obligation, Carrier Econog 


have devoted their SEND FOR THE 

york exclusively t Air 
his frst installation ECONOGRAPH TODAY! _ ditioning for Office Buildings. > 


in 1902. 
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Legislative Melting Pot 


Washington, D. C. 
N January 13 there was a conference in Washington of 
() representatives of the office of the Comptroller of the 
Currency, the Federal Deposit Insurance Corporation 
and the Federal Reserve System, constituting what is known 
as the “ Bank Legislation Committee”. (See page 36.) Subse- 
quently, it was announced in the press that no bank legislation 
would be suggested by the Federal supervisory authorities in 
the present session of Congress. On the face of the record this 
announcement represented agreement; in actual fact it 
represented an agreement to disagree. The present situation 
with regard to bank legislation is satisfactory to none of the 
Federal authorities concerned. It is a case of stalemate. 


THREE VIEWPOINTS INVOLVED 


EXACTLY what happened in the January conference is 
known only to those party to it and they include several 
quiet persons determined upon keeping official secrets. 
Piecing together bits of information obtained here and 
there, however, and reading between lines in official reports, 
addresses and previous recommendations for legislation, the 
Situation becomes somewhat clearer. Each of the three 
supervisory agencies has or believes it has need of certain 
kgislation, mostly of a technical, corrective nature but in 
some cases involving matters of major policy. 
» It might be said, for example, that the Comptroller of the 
imency is anxious to extend branch banking in national 
anks, to bolster the waning, attenuated authority and scope 
ithis office and to preserve his official independence in such 
ters as the chartering of new banks. The Reserve author- 
he have given evidence of a desire to extend the scope of 
tir organization, obtain better control of the credit situa- 
tion by controlling more banks, extend branch banking and 
to establish uniform rules as to the payment of interest on 
deposits and as to what constitutes the payment of interest. 
The F.D.1.C. is known to be anxious to prevent the charter- 
ing of new national banks or the admission of banks into the 
Reserve System without its consent; such steps automati- 
cally carry institutions into the deposit insurance system. 
There are indications, also, that the corporation is dis- 
Satisfied with present bank examinations in national and 
member banks—all this in the interest of sound banking. 
Thus, to some extent, the plans and desires of each super- 
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visory agency impinge upon the plans and desires of the 
others. Each refuses to agree to any legislative program 
which does not protect or advance its own interest or what 
it deems the public interest. A deadlock has been reached; it 
prevented legislation a year ago, and may continue to do so 
indefinitely. The bank legislation committee is to meet again 
in March, but there is nothing to indicate that agreement 
can be reached at that time. 

Now comes the report of the Brookings Institution to the 
Senate Committee considering the reorganization of the 
Federal Government, which recommends that the office of 
the Comptroller be abolished; that the examination, char- 
tering, and general supervision of all banks, member and 
non-member, which enter the deposit insurance system, be 
turned over to the F.D.I.C. as the sole supervisory 
authority, and that the activities of the Reserve System be 
confined to matters of broad policy, the control of credit, and 
proper central bank functions. This proposal is known to 
have the support of a strong bloc in Congress, particularly 
among those groups now actively working for the reorgan- 
ization of the Government and especially its financial and 
loan agencies. 


THE IMMEDIATE PROSPECT, AT LEAST 


THE effect of this proposal with the support it appears to 
have is to throw the whole subject of bank legislation into 
the melting pot. It is not necessary to pass upon the merits 
of the proposal to realize that to change the authority under 
which banks admitted to the insurance system are chartered 
and to constitute one authority for the examination and 
supervision of banks within that system is to touch the very 
fundamentals of banking in the United States. The proposal, 
in fact, comes quite close to uniform and unified banking in 
the country at large; far beyond anything that has been 
considered practicable up to the present time. At least, it 
constitutes an attempt to substitute broad action for the less 
ambitious efforts to strengthen the bank organization which 
have been customary in the past. Regardless of individual 
views, this project, as important as the Banking Acts of 1933 
or 1935, must in all probability be dealt with. The issue will 
be pressed to a decision and constitutes, as far as can be 
foreseen at this time, the prospect for banking legislation in 
the 75th Congress. GeEorGE E. ANDERSON 
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By KENNETH MURCHISON 


NATION-WIDE questionnaire has recently been 

broadcast by this magazine on the subject of new 

housing: what is it possible to buy in the way of a 
finished dwelling on its own lot for $5,000, and how much 
for $7,500? 

What one gets today for those amounts is more than what 
one will get tomorrow, for prices of materials are going up, 
and skilled mechanics are getting scarcer. We hear little of 
the prefabricated house, except at that particular moment 
when some steel company thinks it has solved the problem 
of a low-cost home to be put up in three days and carted 
away when the owner gets tired of his neighbors. 


NEW ENGLAND 


THEORETICALLY, one should get the most for his money 
in a locality where lumber is cheap and labor plentiful, say 
in Florida, or Kansas, or the Carolinas. (Out in California 
reports have it that all the carpenters and painters are work- 
ing on movie sets at fabulous wages.) But even in those local- 
ities the purchaser with $5,000 burning a hole in his trousers 
pocket will hardly get more than a five-room house—that is, 
with two bedrooms and a bath. And a one-car garage, nat- 
urally, with hot-air heating, and no more attempt at air- 
conditioning than a small blower to push the air around. 

In New England, especially in Massachusetts, the Cape 
Cod style of dwelling seems to strike the popular fancy. 
Shingled walls and roof, five or six rooms, an oil burner in 
the basement, and the kitchen equipped with what is hope- 
fully termed “‘modern improvements’’; that is, an electric 
refrigerator and metal cupboards, with a gas range where gas 
is available, which generally is the case in a suburban devel- 
opment. For $7,500 the home-seeker might get one additional 
bedroom and another bathroom, 25-foot greater frontage on 
his property and all his rooms larger by two or three feet 
in each dimension. 


EASTERN SEABOARD AND SOUTH 


WHATEVER the locality, nothing less than a five-room 
house would be a good risk for a builder to take and that is 
really one room too small, for it we take an average family of 
four, with children of different sexes, that family will require 
three bedrooms. Still, at present, the big demand is for a 
$5,000 house, no matter whether the location is in the East 
or West, the North or the South. 

New York and New Jersey will give you but five rooms for 
your five thousand dollars, the usual one-car garage, a front- 
age of 40 feet in a suburban locality, and your assessment will 
be based on about $3,500. For the higher figure of $7,500 you 
may find some brick-veneer-on-frame houses, six or seven 
rooms, a two-car garage, but with no air-conditioning. 

As we journey down the Atlantic Seaboard, and get below 
the bustling and over-crowded City of Washington, we ought 
to get more for our money. And we do, according to our 
Florida correspondent, who tells us that we can get a brick 
veneer house of six rooms and garage for $5,000, sometimes 
with steam heat in place of hot air. But that must be in Key 
West or in some other place where frost is unknown and 


18 


$5,000 Worth of House 


where the ever-present sun shining on the window panes 
heats up the house in any kind of weather! 
Down there a $7,500 house may have as many as eight 


rooms, with modern kitchens and tiled bathrooms, Before because ¢ 
very long, however, we may expect to see a plastic material drought ¢ 
invented which will have all the advantages of tile ata frac. kind has 
tion of its cost. Indeed, artificial marble today is difficult tof voice the 
tell from the real article, has the same mirror-like surface J into a Pr 
has the same beauty in veining and color. For su 
high sch 

MIDDLEWEST AND PACIFIC pt 

IN the Midwest, the housing demand is heavy indeed. In iarly fit 
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a reputa 
convert | 
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some parts of Ohio they sell a brick-veneered, six-room 
house for $5,000, in other locations little or nothing for less 
than $5,500. But this latter figure may include a separate 
garage, which some people prefer to one which is an integral 
part of the house. Ohio says, however, that increased build. 
ing costs are rapidly putting the $5,000 houses into the limbo 
of forgotten opportunities. 

For $7,500 in the Buckeye State, one often finds included 
in his house a two-car garage, forced air with a blower attach- 
ment, and thermostatic control, but only about the same 
number of rooms as in the lower priced home. 

In Indiana they can do no better, from our information, 
than five rooms for $5,000, and nothing more expensive than 
wood for the exterior effect. After all, there is nothing to cavil 
at in a wood exterior except that it has to be painted every 
so often. If you are young and acrobatic and don’t mind a 
certain amount of paint in your eye, you can do it yourself, 
but if you’re a bank president—or even a vice-president— 
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you should hardly be found on a ladder Saturday afternoons. What 
Personally, we (editorially speaking) like wooden houses. issued s 
In Michigan, Tennessee, Minnesota and Kansas, almost § cates”, 
all the five-thousand ready-to-occupy houses are of the five- J dollars 
room type, frame, perhaps here and there a smattering of § out to. 
brick veneer, with gas or oil hot-air furnaces, on a 40- or 50- § expense 
foot lot, graded but not landscaped. For the higher figure of § holders 
$7,500, a room or two extra may be found, with a blower § every ¢ 
system in the furnace, with a brick veneer and stone base. provide 
For $7,500 in California they include an extra bedroom But, 
and bath, with a gas-fired furnace. They scorn air-condi- every | 
tioning! In California? Never. The air of California, my able fo 
dear sir, is conditioned by nature—one hundred per cent! comed 
To sum up the results of this questionnaire of ours, the them il 
average house selling for $5,000 will contain five rooms, one limited 
bath and a garage for one car. It will be pleasantly located § their r 
on a lot some 40 feet wide, it will probably have a lawn, but § have n 
you will have to build your own swimming pool! The con- § have k 
struction should be of a reasonably sound design and work- The 
manship; lending institutions should scrutinize not only the § Credit 
specifications but the designs of the house. All waste in hall- to esta 
ways, in turns of stairs and in vestibules or entrances should § out in 
be eliminated. The plumbing should be substantial but not 9 provid 
ornate; the furnace should adequately do its job; every elec- which 
tric outlet should be of the double type. the fir 
If a builder can do all these things and make a reasonable tivide 
profit on a house of good appearance selling for $5,000, he is J price i 
doing all that can be expected, something that we fear will er 
t 


not last very much longer. 
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Money to Burn 


katchewan and Alberta—have had more trouble than 

the rest of the Dominion during the past seven years 
because of the low price of wheat, high transportation costs, 
drought and debt. No wonder, then, that radicalism of every 
kind has flourished there and that a prophet has arisen to 
yoice the woes of the people and lead them out of bondage 
into a promised land. 

For such a mission William Aberhart, college graduate, 
high school teacher and idealist, endowed with personal 
magnetism, volubility, and a persuasive voice, was pecul- 
iarly fitted. Besides, as dean of the Calgary Prophetic Bible 
Institute and radio broadcaster, he had already established 
areputation. Then, too, about the year 1931 he became a 
convert to the social credit theories of Major C. H. Douglas, 
and thenceforth carried on a combined propaganda for the 
religious and social salvation of Alberta. He had his reward on 
October 14, 1935, when, as head of the Social Credit Party, 
he was elected to the provincial legislature, after which he 
became Premier of Alberta. 


Mi three prairie provinces of Canada—Manitoba, Sas- 


PROSPERITY WAS DECREED 


VISIONARY as Mr. Aberhart appears to be, it must be 
admitted that he has tried to keep his pre-election promises 
and, for good or ill, has done something. In the Spring of 
last year the legislature passed the Social Credit Measures 
Act designed, according to Section 7, “to bring about the 


equation of consumption to production and thus to ensure 
to the people of the province the full benefit of the increment 
arising from their association.” 

Whatever that may mean, during the Summer there was 
issued something like $260,000 in “non-negotiable certifi- 
cates”, otherwise known as “prosperity script”, “rapidity 
dollars”, or “tin-bank money ”’. These certificates were paid 
out to laborers on relief work and for other governmental 
expenses, and were expected to circulate rapidly because the 
holders were required to put a one cent stamp weekly on 
every dollar bill, which, in the course of two years, would 
provide a fund for redemption. 

But, as this was a sales tax of 1 per cent, more or less, on 
every transaction, and as the certificates were not receiv- 
able for taxes, nor accepted outside the province, nor wel- 
comed by the banks, and as the legislators declined to take 
them in part payment of their salaries, their circulation was 
limited and brief. The government, therefore, provided for 
their redemption in regular money once a month, so they 
have mostly disappeared from circulation, though collectors 
have kept some as souvenirs. 

The same act provided for the creation of the Alberta 
Credit House, a sort of bank without capital, but with power 
toestablish branches, receive deposits, and make loans with- 
out interest—in Alberta credit certificates. The act also 
provided for a system of “voluntary” registration, under 
which about 350,000 people are said to have registered as 
the first condition of their receiving the long-awaited “basic 
dividends”, and as a preliminary step toward the Alberta 
price fixing system. In thus registering, a farmer, for exam- 
ple, agrees to sell part of his crop in Alberta for Alberta 
aedit certificates, when called upon to do so. Similarly, em- 
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By J. E. LE ROSSIGNOL 


Dean, College of Business Administration, University of 
Nebraska 


ployees agree to take part of their salaries in certificates, 
while merchants, manufacturers and other registrants agree 
to accept the certificates much as though they were legal 
tender. 

As to the monthly “basic dividends” of $25 to be paid to 
each and every adult citizen, with smaller payments to 
juveniles, Mr. Aberhart promised that they would be forth- 
coming 18 months after the election. Now, however, he 
mentions $5 a month and fears that payment may not 
begin for another six months. 

Another radical measure, the Debt Reduction and Settle- 
ment Act, was passed by a special session of the legislature 
last Summer, and has done much to restore the waning popu- 
larity of the premier with the people of Alberta, most of 
whom are debtors. By this law, in the case of debts incurred 
before July 1, 1932, interest is wiped out from that date and 
later payments are to be applied to the reduction of the 
principal, without interest. New debts also are similarly 
scaled down. Then, too, interest rates on provincial bonds 
and government-guaranteed municipal bonds have been 
cut from an average of 4.89 per cent to 2% per cent. This, 
according to a recent statement by the Hon. N. V. Rowell, 
Chief Justice of Ontario, is quite legal, as the British North 
America Act of 1867, which is the Canadian constitution, 
gives to the provinces jurisdiction over property and pri- 
vate rights. 


SOMETHING WENT WRONG 


AS to the results of all this, it appears that Alberta’s credit 
has been temporarily shattered and only the hope of re- 
turning sanity prevents complete collapse. Practically no 
capital is coming in to develop the coal, oil, natural gas and 
other resources of the province, and much capital has taken 
wings. There is unrest, also, in the Aberhart cabinet. Al- 
ready one member of it, the Hon. C. C. Ross, Minister of 
Lands and Mines, and a competent engineer, has resigned, 
and in his place the Premier has appointed the Hon. Nathan 
E. Tanner, school teacher and Mormon bishop. 

Evidently, Mr. Aberhart is in a difficult situation. On 
the right are some farmers and cattlemen, many of the 
clergy, most of the merchants, manufacturers, and news- 
paper editors, and, of course, all the branch managers of 
the great Canadian banks. On the left are debtors, believers 
in social credit, pink socialists, and communists. At present 
the Premier is steering a middle course, though veering, as 
navigators and politicians do, with every change in the wind. 

Fortunately, the forces on the right are being reunited 
by sadder and wiser men, so that the outlook is by no means 
desperate, especially as the eastern creditors are more will- 
ing than formerly to compromise with their western debt- 
ors. If they had sooner realized the difficulty of the situa- 
tion in the prairie provinces, the Alberta experiments might 
never have been tried. 
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By ROGER W. BABSON 


HESE thoughts are addressed to veteran bankers; also 
ie all other investors who have been through the finan- 

cial wars. Speaking both as a banker myself and as a 
humble investor, I frankly confess: We want to know! This is 
a day when potential shrinkage in the buying power of 
money is insomnia for every banker and boxholder in the 
country. For the present, the economic skies are mainly 
bright and fair. They are flecked chiefly by inflation. Just 
now it is “‘a cloud no bigger than a man’s hand’’. But that 
hand is the hand of Roosevelt! Do not misinterpret this. It is 
not that the President personally desires inflation, but that 
he may be powerless to prevent it. To stop inflationary forces 
once they have been kindled, is as desperate a job as to put 
out a prairie fire with an atomizer. 

When serious inflation will come, or what form it will 
take, no responsible student of the situation is ready yet to 
hazard a final forecast. I, however, fail to understand how 
the Roosevelt Administration can fulfill all its promises 
without being driven to resort to inflation of some brand. 
The New Deal has entered into some heavy engagements— 
by declaration, by implication, and by inference. It has 
undertaken, for example, to bring back jobs and lift wages 
without breaking the bones of legitimate industry. It has 
undertaken to make farming pay, to unhook the chains of 
the debtor, to clear out slums, to foster a building boom, to 
rehabilitate capital goods, and to give youth a chance. 
Finally: To balance the budget and to cut taxes. 


IS THERE A MAGICIAN IN THE HOUSE? 


THAT is the juicy red meat of anticipation upon which the 
public has been fed. Brain Trust promises have formed the 
habit of lip-smacking and chop-licking. Unless the mirage is 
made to materialize, the mob will roar and whine for the 
President and Congress to pull from the hat the wriggling 
rabbit of inflation. Nothing less than magic can satisfy the 
expectations that have been built up. 

Inflation, to a limited extent, is already with us. You need 
write only a few letters, make a few ’phone calls, and check a 
few of your customers’ accounts, to discover that inflation is 
now affecting different industries in different ways. Most 
industries take profits by inflation during its early stages; 
but all suffer losses in the end. 

From automobile manufacturing to zinc mining, few if any 
industries are immune to the ultimate inroads of inflation. 
Bubbles are “inflated” and the fate of a bubble is to burst. 
If inflation is to come, the only sensible goal for any banker, 
investor, or business man, is protection and not profits and 
profiteering. When menaced by a crime wave, your attitude 
is how to safeguard your bank from burglary—not how to 
make money on the burglar. That same basic viewpoint 
applies to the threats of inflation. 

In general, the best protection has been gained by those 
industries which had the most complete ownership or control 
of raw materials. The worst victims have been the industries 
which had to pay the soaring costs of raw materials but 
could collect only the relatively lagging prices of semi- 
finished or finished merchandise. Inflation puts this latter 
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group into a tragic plight, caught between the grindstone 
and the sanding belt. 

In the building and construction industries for example 
the “little fellow” living from hand to mouth has fared far 
worse under inflation than the big organization protected by 
large inventories. The coal industry, today depressed, might 
spurt into new life under the stimulus of inflation; for this js 
an industry which owns its raw material—provided that 
bootleggers have not taken it all! Chemicals are another 
inflation-resistant industry. Besides their ownership of ma- 
terials, the chemical industries further benefit by their com- 
parative independence of labor and by their continuous 
improvement of efficiency. Both of these points are helpful 
safeguards in a period of serious inflation. 

Among the public utilities, past performance of inflation 
in other nations indicates that water power companies 
should do better than those which are pressed by rising costs 
of coal and other operating items. Natural gas companies 
owning their sources of supply tend to meet inflation more 
successfully than those manufactured gas companies which 
must be heavy buyers of coal. In a day of inflation, tem- 
porarily the whip hand is held by paper companies which 
own or control their sources of pulp, lumber companies 
which have great holdings of timber, steel companies pos- 
sessing vast supplies of ore, petroleum companies which 
own or control acreage or pipelines, tire companies which 
have developed rubber plantations and textile plants. All 
such integrated units are ina strategic position under inflation. 

In making the above statement, I insist upon two quali- 
fications. In the first place, it should be remembered that 
during an inflationary craze, the Government may try to 
step in and restrict or reverse the natural tendencies of the 
times. In other countries, frantic governments in terror of a 
still more maddened citizenry have struggled to put a ceiling 
upon rentals and the prices of the necessities of life. The 
eventual fate of any such artificial ceiling usually has been 
that price pressure blew off the roof. Temporarily, however, 
the most carefully laid plans of protection may be upset by 
price pegging. Such possibilities make safeguarding against 
inflation doubly difficult. It is one more reason why diversi- 
fication is the best policy. 


BANKS ARE VICTIMS, TOO 


WHAT about banks in particular? Theoretically, banks 
which are operated conservatively should not be damaged 
by inflation. In the first attack, bank stocks advance under 
inflation and everything looks as rosy asa winter sunset. Fora 
time it appears as if banks would have a charmed life under 
inflation. For instance, assume that on this very day a hun- 
dred fairly sound dollars are shoved into your receiving tell- 
er’s window. Now let inflation overcome us, and a few months 
later your paying teller can return the deposit by handing 
back a hundred phoney dollars. In short, deposits need be 
paid only in “dollars”, irrespective of their value. Under 
inflation, the only part of your dollar that escapes damage 's 
its denomination; that alone remains unspoiled. ; 
The above rule, however, cuts both ways. With inflation 
raging, as loans are paid, the dollars which your bank re- 
ceives never have quite the purchasing power which these 
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dollars had when loaned. Your bank’s expenses are continu- 
ally going up and punching holes in the ceiling. Hence your 
capital and surplus is gradually being chiselled down. Your 
coin of profit is clipped and sweated. Those are reactions 
which bankers must face. The whole history of inflation pain- 
fully teaches that banks, along with everything else, suffer 
badly in the final adjustment. 


CONCLUSIONS: 

1. Non-convertible bonds and mortgages suffer terribly. 
Their purchasing power becomes greatly reduced. Callable 
bonds suffer the most. Preferred stocks are also a poor 
investment unless converted into common stocks. 

2. Real estate, properly located and constructed and use- 
ful, is probably one of the best hedges. Along with this 
should be grouped commodities and other forms of useful 
things—such as good furniture, pictures, books, jewels, 
collections, etc. 

3. A reserve of cash or good short term notes which will 
carry one through the period of readjustment, considering 
only a year or two at a time, is very necessary. A large working 
capital is absolutely essential. 

4. Stocks of companies which own sufficient supplies of 
raw materials and have large cash reserves to supply all 
needed working capital during the inflationary period should 
be a good hedge. It was lack of working capital which “bust- 
ed” so many corporations in Europe between 1920 and 1930. 
Diversify broadly. Concerns such as chain stores, movie 
houses, restaurants, etc. which do a cash business with flexi- 
ble prices, may come through very well; also those engaged 
in colonial trade with primitive people should do even better. 

5. Most important of all, one should use his time and 
money to prevent inflation before it comes and store up 
health and other fundamentals of life to see it through. 

The above means as follows: Invest 20% in useful real 
estate and commodities; 20% in very short term bonds 
which are sure of payment at maturity; 60% in a carefully 
selected list of common stocks. Even to those who exercise 
the greatest care, however, all experiences with inflation are 
very disheartening. Inflation brings grief to everyone. 

Let us try to answer the specific question with which we 
started: Is there any such thing as inflation-proofing your 
investments? If you insist upon a flat Yes or No, my answer 
must be: No. Against the ravages of serious inflation, bank- 
ers and investors can protect themselves in part but not in 
whole. The great difficulty in hedging lies with the following 
two facts: 

(A) The inflation works quietly. It is both illusive and 
elusive. It is like a deep-seated, stealthy cancer. (B) Infla- 
tion has more make-ups than a beauty parlor! Each different 
form of inflation calls for a different hedge. 

A real run of inflation is as devastating as an epidemic. 
Inflation, like certain plagues, is spread by “ticks” —these 
“ticks” are lunatics and politics. There is no known cure; 
but there is prevention. That is now a call to patriotism: To 
assure valid prosperity while there is yet time, to stop infla- 
tion before it is too late. Remember the Law of Action and 
Reaction; as somebody recently expressed this law: We are 
ever planting the future and harvesting the past. 


February 1937 


Not Worth a Continental 


—_ need for some stable medium of exchange was grow- 
ing urgent as the colonies expanded in population and 
wealth. There was neither gold nor silver mined on this con- 
tinent. Specie or hard money had to be brought over chiefly 
from Europe but that meant borrowing or selling goods 
abroad. In the absence of gold and silver, the colonists in 
their inventiveness resorted to a simple device of issuing bills 
or promises to pay which were made to serve as currency. 
This was a seductive idea then as it is today in some quar- 
ters. It required no backing but merely an act or fiat, of some 
authority. Individual colonies and the Continental Congress 
issued great quantities of irredeemable paper notes. This 
practice soon flooded the country with depreciated paper 
money. For example, in Massachusetts so much of it was 
issued that by 1745 the silver dollar was worth $11 in paper 
currency. Continental notes so depreciated that in 1781 they 
were quoted at 225 to 1 in coin. After the adoption of the 
constitution they were made redeemable at the rate of one 
cent to the dollar. 

Pennsylvania was among the last to adopt this expedient. 
In 1722 it obtained consent from Governor Keith to issue 
paper money, and after that there was no end to it. By 1783 
its volume of irredeemable paper money reached $4,325,000, 
“‘a sum simply ruinous to all values” as it was described at 
the time. Benjamin Franklin, who at first favored paper 
currency, soon became alarmed and issued a timely warning 
against the manufacture of money with its appalling depre- 
ciation. In 1786 Robert Morris, in debating in favor of the 
application for the repeal of the Act of the Pennsylvania 
Legislature annulling the state charter of the Bank of North 
America, said “you can outride in twenty-four hours the 
credit of any other bank in the country.” 


A DOLLAR-COATED DOG 


THE craze for printing paper money continued unabated. 
Bills were printed and lent to individuals on the security of 
land and commodities. They were issued directly by the 
public authority and by private organizations on the slim- 
mest basis of specie. Protests and prohibition were of little 
avail. Speculators as well as well intentioned citizens clam- 
ored for more paper money. Even the farmers joined them, 
though in their native shrewdness they often refused to 
accept these notes in payment for their produce. There was 
not even a semblance of stability but only continued depre- 
ciation reaching fantastic proportions and becoming the 
object of popular derision. A story is told of a facetious fel- 
low who in 1781 plastered his dog with dollar bills and led the 
poor beast through the streets of Philadelphia to the amuse- 
ment of the spectators, many of whom were originally among 
those who cried for more paper money. The echo of those 
days still reverberates in the well known phrase “not worth 
a continental.”—From a recent address by Joun S. Sin- 
CLAIR, President, Federal Reserve Bank of Philadelphia. 
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By E. H. COLLINS 


LMOST unnoticed except by those whose preoccupation 
it is to follow such matters closely, changes that must 
be regarded as fundamental took place in the port- 

folio position of American banks during the year 1936. One 
of these was the termination, on July 1, of the long upward 
movement in member bank holdings of Government se- 
curities; a second was the rise in holdings of “other invest- 
ments” by approximately a corresponding amount; a third 
(and the most important) was the sudden return to activity 
and prominence of the item, “other loans”, which turned 
definitely upward at the end of February and which between 
that time and the end of the year rose by slightly more than 
$1,000,000,000. 

If one looks at the liability side of the weekly member 
bank statement for the last several months one will find that 
demand deposits have continued their steady rise. They rose, 
roughly, from $13,600,000,000 in mid-April to $15,600,000,- 
000 at the end of the year, or about $2,000,000,000. But, 
turning to the asset side, we find that the combination of 
circumstances which made for this further rise had, by the 
end of the year, undergone a sweeping change. Up to Febru- 
ary expanding deposits were attributable to a combination of 
gold imports and purchases of Government paper. From 
February on, “other loans” began to slip into the picture, 
and by July 1 Government paper had begun to slip out. By 
the end of the year, therefore, the principal factors in the 
expansion of deposits were no longer gold and governments; 
they were gold, on the one hand, and other loans and other 
investments, on the other. 


THEY ARE CHIEFLY MADE OF FOUR THINGS 


FROM a purely banking standpoint this shift in the invest- 
ment portfolio does not begin to rank in importance with 
the sudden and impressive expansion in what the member 
bank statement refers to as “other loans”. That is a major 
change, ranking with such other fundamental recovery 
phenomena, for example, as the revival of producers’ goods, 
or the emergence of the railroads from the “red” into the 
black. 

Now, when we refer to the item “other loans” in the bank 
statement what do we have in mind? Up to September 5, 
1934, this item included a wide range of assets. It included, 
in fact, every kind of loan except loans on securities. But 
with the statement of September 5, 1934, the Federal Re- 
serve Board undertook to break this very general item into 
a number of subsidiary items. As a result of this operation, 
we now have four items in the bank statement where we 
previously had but one. “Acceptances and commercial 
paper bought in the open market’’ are now shown separately; 
so are “loans to banks”; so are “real estate loans”. Today, 
“other loans” is the residuary item after these three other 
items have been deducted. 

If there could be said to be such a thing as a “typical” 
large bank, then its “other loans” would fall roughly, per- 
haps, into about four major categories. The first of these 
would be merchandise loans such as are made for the purpose 


What Are “Other Loans” Made Of? 


of warehousing or moving goods or commodities. A second 
would be domestic discounts. A third would be personal 
loans. A fourth would be instalment loans. In addition, 
there would fall under this general head, loans to branches, 
suspense items, and special credits of one kind or another, 
domestic and foreign. 

The first two of these categories are generally the most 
important, and it is largely the rise in these classifications 
that has swelled the total of ‘other loans” in the course of 
the last few months. Domestic discounts, in particular, in- 
clude several important items that might well be classified 
separately. Under it would come unsecured business loans— 
the type of commercial paper that a few years ago repre. 
sented the backbone of American commercial banking. It 
would also include corporation notes. Finally, the sale of 
“Federal funds” falls into this category. 


WHY “OTHER LOANS” RECOVERED SLOWLY 


WHY, it may well be asked, did it take nearly three years 
of business recovery before this important source of bank 
earnings, “other loans”, began to feel the stimulus of that 
recovery? Well, in the first place, corporations were in a 
strong cash position when the depression came, thanks to 
the fact that they had previously built up reserves through 
the medium of large stock issues. In the second place, the 
prodigious expansion of bank deposits through Government 
financing provided them with sufficient funds for their com- 
paratively meager needs. In the third place, the failure of 
the “other loan” item to expand was in part an illusion. 
There was some lending of the sort, but it was offset by the 
repayment of loans. 

That the picture has been suddenly and completely 
changed in recent months is attributable to several factors. 
The first of these is that the pressure of low money rates 
has sent many corporations to the banks for short term 
loans, whereas at other times they might choose other 
methods of raising funds. A second consideration has been 
the increased use of consumer credit. This would affect both 
personal loans (such as F.H.A. loans) and instalment paper. 
(It has been estimated that instalment buying is already 
larger than it was in 1929). A third element—and one which 
accounts particularly for the year-end jump in “other loans” 
—has been the excess profits tax of 1936. It is no secret that 
numerous corporations actually borrowed money with 
which to pay dividends, because it was found cheaper to do 
this than to withhold earnings from their stockholders. 

But more important than any, or perhaps all, of these 
considerations has been the recovery itself. Rising commod- 
ity prices, on the one hand, have meant that more credit is 
required to carry a given inventory; on the other hand, 
larger inventories are being carried, as in the case of the 
textile mills, which have ordered raw ‘materials well ahead of 
their immediate requirements. Finally, the rate of business 
activity has reached the point where, in spite of Govern- 
ment spending, sufficient credit is not being made available 
for business through indirect channels. In other words, the 
rise in “other loans” is-clear-cut evidence that business 
recovery has definitely reached a new and deeper stratum 
than it had a year ago. 
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Inflation-Proofing Is Hard 


E question has been raised as to whether there is 
[inet a thing as an inflation-proof investment program 
for banks and other investors. 

What is this inflation against which banks and others 
desire to build an appropriate investment portfolio? It is 
probably accurate to say that most writers on the subject 
appear to think of inflation in terms of a rising price level. 
But such a concept of inflation is untenable. It should be 
obvious that, if inflation always means a rising price level, 
then we could not have had inflation in this country from 
1923 to 1929 when the price level trend was fairly steady to 
slightly downward. The fact of course is that underlying 
that price level there was a tremendous amount of inflation. 
The deflation following 1929 is proof of the fact. 


A CRITERION OF INFLATION 


AT the outset, therefore, we must take a realistic view of 
inflation. Most people doubtless would agree that inflation 
isa bad thing, but usually they are not specific as to how 
or why it is bad. To be specific, inflation is a bad thing be- 
cause it leads to losses. An inflationary procedure, which 
may take many forms, should not be confused with inflation 
as a fact—that is, the extent of the losses resulting from the 
inflationary procedure. People who can profit by and escape 
the unpleasant effects of an inflationary procedure often 
advocate the procedure. No one, apparently, desires to 
experience the losses that may result and must be borne 
by some one. It is the procedure that so many people like, 
for the reason that they hope to have the foresight or suffi- 
cient luck to escape the ultimate consequences. 

Therefore, an inflationary procedure is one thing; the 
fact of inflation, measured by the losses directly attributable 
to the preceding inflationary procedure, is something else. 
Any extension of purchasing power, whether in the form of 
money or credit, that results in a condition in which the pur- 
chasing power is not secured by reserves or commodities suffi- 
cient to liquidate it in full is an inflationary procedure. The 
real test of the fact of inflation, as distinguished from the 
preceding inflationary procedure, arises when a debt ma- 
tures and cannot be paid. The extent to which the debt 
cannot be repaid is obviously a measure of the excess of 
purchasing power previously extended to the debtor. 


MANY FACTORS MUST BE CONSIDERED 


IT should be clear, therefore, that when we consider the 
matter of institutions or individuals protecting themselves 
against inflation—and this means the losses resulting from 
becoming parties to an inflationary procedure—we must 
recognize that we are dealing with a multitude of individuals 
having contracts of various kinds; with a variety of insti- 
tutions having, often of necessity, numerous contracts 
involving various kinds of assets and liabilities with varying 
maturities; with certain classes of people, such as wage 
earners, who have only personal services for sale and who 
can invest in nothing to protect their meagre purchasing 
power; with some types of inflationary processes which grow 
out of individual contracts, such as the loan of a bank or 
individual to a borrower; and with that type of inflationary 
Procedure found in government issues of fiat money or the 
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By WALTER E. SPAHR 


Professor of Economics, New York University 


EACH institution, like each individual, must con- 
sider the nature of its assets and liabilities, and 
see to it that no contracts are entered into that 
will not liquidate themselves without loss when 
they mature. ... The real test is what hap- 
pens when loans and investments become payable. 


creation of note and deposit currency against government 
securities which cannot be liquidated except in the distant 
future, if at all. 

What is one to say, therefore, in answer to the question 
as to whether there is such a thing as an inflation-proof 
investment program for banks and other investors? The 
answer is, “ Yes and no.” And to be specific about this mat- 
ter, one must know the variety of inflationary procedure 
and the nature of the institution or individual involved. 
Each institution, like each individual, must consider the 
nature of its assets and liabilities, and see to it that no con- 
tracts are entered into that will not liquidate themselves 
without loss when they mature. This may sound obvious 
and trite, but it is not. It is the essence of the matter and the 
answer to the question. Banks make loans to a variety of 
individuals, and whether inflation creeps into these loans 
depends upon how carefully the lender scrutinizes each 
individual loan and protects himself against possible losses 
when the loan matures. This is equally true regarding in- 
vestments. The real test is what happens when loans and 
investments become payable. 


WATCH FOR SYMPTOMS AS THEY ARISE 


THE necessity of following an analysis concerned with 
individual transactions becomes even more obvious as one 
passes from one type of institution to another. Some insti- 
tutions have fixed contractual liabilities (other than pro- 
prietary claims) and assets that may fluctuate widely in 
value. Other institutions have liabilities that fluctuate 
widely with assets that do not keep pace. Still other insti- 
tutions, perhaps most, have fluctuating assets and liabilities 
that may or may not move together. Some institutions are 
by law required to invest their receipts in securities of a 
certain type and, as a consequence, are often helpless when 
an inflationary procedure becomes general and pronounced. 

The key to the question as to how to protect oneself 
against inflation is found in analyzing the various inflation- 
ary procedures as they arise, and, in each individual trans- 
action involving a future payment, seeing to it that reserves 
and collateral or commodities are sufficient to liquidate it 
when it matures—not just when the contract is made— 
without any doubt whatsoever. 
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E small bank’s problem of making local loans is 
somewhat different from the problem facing banks in 
the larger centers, because the former usually do not 

have the true type of commercial loan available to them, 
In order to point this out more clearly, the actual analysis 
of a note case for a smaller bank is shown in the two tables 
below. 

They reveal that 80.92 per cent of the total number of 
loan lines accounted for only 23.11 per cent of the money, 
and that over 50 per cent of the money was concentrated 
into 5.34 per cent of the number. 

Of the total loans of $68,848.43, the sum of $40,161.85 was 
secured and $28,686.58 was unsecured. The total amount 
which these borrowers had on deposit with the bank was 
$22,393.24 in the commercial department and $14,361.42 
in the savings department. While, in the total, this repre- 
sents a very satisfactory ratio of 53.38 per cent, a breakdown 
of the individual lines reveals an entirely different picture. 

As will be seen from Table II there were 59 loan lines 
which carried no account whatsoever in the bank; 3 of these 
lines were over $500 and 56 were under $500. Of the 72 lines 
which carried an account either in the savings or commercial 
department 20 of the accounts were savings accounts of 
less than $5 each. While these actually were not worth 
considering as accounts, because the names appear among 
the depositors they are listed as “carrying accounts.” 


SOME TYPICAL CASES 


OF the 56 lines under $500 which carried no account of any 
kind with the bank, some had been renewed many times, 
one note of $45 having been made for 60 days and renewed 
19 times. True, the interest had been paid each time but 
actually this note was a loss to the bank every time it was 
renewed, as the physical cost (exclusive of lending officer’s 
time or any time spent on collections, etc.) was 91 cents. 
Therefore in this particular case the bank was receiving in- 
terest at 6 per cent on $45, or the sum of $2.70 per year. 
The cost of running the note through the books 6 times a 
year at 91 cents was $5.46. In other words, the interest 
which the bank received failed to equal the cost of recording 
the note by $2.76 per year, without considering any time of 
the officer who made the loan, discussions on the renewal of 
the loan, arguments, phone calls, etc., etc., etc. 

There is not much difficulty for any bank to ascertain just 
the condition which exists in its own note case. It can take 
an adding machine tape run of the notes, then divide them 
into the various classifications, as shown below, or with any 
further breakdown that is desired. Starting with the large 


TABLE I 
Class No. Percentage Amount Percentage Average 
Under$100.... 42 32.06% $2,278.50 3.31% $ 54.25 
$100 to $500... 64 48.86% 13,633.94 19.80% 213.03 
$500 to $2500.. 18 13.74% 18,028.72 26.19% 1,013.26 
Over $2500. ... 7 5.34% 34,907.27 50.70% 4,896.75 
ee 131 100.00% $68,848.43 100.00% $ 525.56 


Local Loans in Small Banks 


Two Small Bank Questions 


loans will save time in making this analysis as it is easier to 
count than to run machine lists. The number and amount in 
the smallest classification will be the remainder after deduct. 
ing the sum of the other classifications from the totals, 

In order, however, to ascertain the borrowers who carry 
or do not carry accounts with the bank it is necessary to use 
a columnar sheet. This sheet would be headed as follows: 
Name, Secured Amount, Unsecured Amount, Commercial 
Amount, Savings Amount. Under Name would be listed the 
name of the borrower with his total loan line shown under 
Secured or Unsecured, as the case might be, endorsed notes 
or two-name paper being considered unsecured. This is an 
analysis of loan lines and not of notes — if one borrower 
has ten notes it is still one loan line. 


THE FINAL PROCEDURE 


AFTER the note teller has listed all the loan lines, the sheet 
then goes to the commercial bookkeepers, who list the balances 
shown on their books at the same date. This procedure is 
repeated by the savings bookkeepers. 

All the necessary information is then contained on this 
sheet. Through the use of this information many banks have 
succeeded in obtaining deposits from these borrowers. The 
number of times notes have been renewed can only be ob- 
tained from the liability ledger. Making a thorough analysis 
of the note case in this way reveals many startling facts 
that are unknown until after such an analysis has been 
made. 

The only solution to these problems of local loans in the 
smaller banks would seem to be the instalment basis of 
repayment and the recognition that in such banks the small 
loans predominate. It is also true that with these smaller 
loans the instalment basis of repayment proves most satis 
factory from both the bank’s and the borrower’s standpoints. 
By using this method, loans become self-liquidating and the 
cost of recording is reduced. 

Also the danger of losses is minimized. For instance, in the 
particular bank whose figures are used to illustrate this arti- 
cle, anything going wrong with one of seven lines over $2,500 
would cause much greater loss than would be involved in7 
loans in the smaller classifications. 

Renewing notes over 30 days, even where a payment of 
principal is insisted upon, is not as satisfactory as the per- 
sonal loan principle which calls for definite payments every 
30 days and which does not necessitate a new note. 


TABLE II 


Not Carrying Accounts Carrying Accounts 

Class No. Amount No. Amount 
Under $100............. 30 $1,715.00 12 $ 563.90 
$100 to $500............ 26 5,145.70 38 8,488.24 
$500 to $2500............ 2 2,396.40 16 15,632.32 
Over $2500.............. 1 3,200.00 6 31,707.27 
59 $12,457.10 72 $56,391.33 
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Small Trusts Make Big Problems 


Discussed by E. S. WOOLLEY 


ous—so much so that in many cases it would seem 
that the best thing to do would be to surrender the 
trust powers. The difficulty with all trust departments today 
js that they are obliged to accept many trusts which cannot, 
by any stretch of imagination, be profitable. In the case of 
the larger trust departments this unprofitable business can 
be absorbed because the bank has enough large trusts that 
the department as a whole is profitable. 

In the case of the smaller trust departments, however, it 
would appear that only in exceptional cases are they able to 
procure trusts of sufficient size to accomplish this. It seems 
inevitable that this condition will always continue because 
of the fact that those with large trust estates feel, either 
rightly or wrongly, that it will be better administered in one 
of the larger centers. 

Everyone knows of instances of wealthy men who are 
actually presidents of banks having trust departments in 
communities of 10,000 to 25,000 taking their personal trust 
business to the nearest large center. This is also true with 
many directors. Cases like this exist throughout the country. 
If an institution is unable to imbue its own directors with its 
qualifications for handling individual trusts, how is it to be 
expected that it can impress outsiders favorably? Probably 
this is one of the reasons that analyses of small trust depart- 
ments throughout the country show conditions somewhat 
similar to those shown in the table below. 


Te problem of the small trust department is stupen- 
d 


THIS ONE CAN’T MAKE MONEY 


NOT all banks will have irrevocable agreements in which the 
principal or the interest or both are guaranteed, but there 
is a sufficient number of these in existence to make the 
particular one not such an outstanding exception. There is, 
of course, not a chance for this particular trust department 
ever to prove profitable. Even with its 35 trusteeships for 
corporate bond issues, the trust department still lost $2,980 
for the particular year in question. For example, the 29 
guardianships with a total corpus of $14,500 do not stand 
the slightest chance of ever being anything but an expense to 
the bank. One of the guardianships is actually for $1.61— 
absurd as it may seem. 

Just as an illustration of how little income small trusts can 
produce, even on the liberal basis of allowing 5 per cent 
earnings on the corpus and trust fees of 5 per cent of those 
earnings, a $1,000 trust would earn for the bank the magnifi- 
cent amount of $2.50 a year. In other words, the 9 trusts 
with an irrevocable agreement would bring the bank $42.75 
per year in earnings. The 13 trusteeships with revocable 
agreement would only pay the bank total fees of $104 per 
year. Certainly a cost analysis is not needed to arrive at the 
conclusion that there is no chance for the bank to perform 
the required services on these 22 trusts for $146.75 per year. 
Actually of course the bank did not receive that much in- 
come for the reason that the principal was not invested to 
Yield 5 per cent yield on the average. The same results 
would be shown by analyzing every one of the various 
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classifications, with the possible exception of the 35 trustee- 
ships under the bond issue. The only possible way in which 
this bank can avoid losses would be to liquidate the depart- 
ment as rapidly as possible and surrender its trust powers. 

The losses of small trust departments are not confined to 
operating losses. A bank may consider that it would have 
most of the expenses anyway, and that therefore the oper- 
ating losses*of the trust department are purely theoretical. 
Even if this were true, many banks have been forced by 
examining authorities to substitute good assets of the bank 
for depreciated assets of the trust department, thereby 
causing serious loss to the bank itself. There is always a 
possibility of this condition arising and therefore it must be 
taken into consideration when deciding if the trust depart- 
ment is of sufficient value to the bank to warrant its con- 
tinuance. It will be remembered that trust departments came 
into banks largely because of the competitive spirit between 
national and state chartered institutions and not because the 
idea of merging banking and trusts was fundamentally 
desirable. 

A recent speech digested in BANKING showed that only 4% 
of 1 per cent of the population of the United States reported 
income tax returns of over $5,000. Since trust business is 
primarily one which appeals to the larger income classes, it 
will be seen that the prospects for trust departments are very 
small in relation to the population as a whole. It is impossible 
to build without the material to build with. Any business 
which has for prospects only % of 1 per cent of the popula- 
tion, or one person in every 300, does not offer much chance 
for volume business. Even this one in 300 is not a true index 
for the small community because the majority of the 362,000 
prospects for trusts are located in the larger centers. 


—— NUMBER OF ACCOUNTS —— 
PRIVATE COURT CORPORATE CORPUS 


5 $ 24,251.25 

5 25,541.38 

10 155,017 .00 

4 44,505.51 

29 14,501 .97 

Special receiver 7 27,428.12 
Trustee—Bond issue 


CAPACITY 


17,095.83 
41,711.60 


20,350.00 
Principal guaranteed 
Interest guaranteed 
Trustee—Irrevocable agree- 


Principal guaranteed 
Interest not guaranteed 
Trustee—Irrevocable agree- 
11,701.65 
Principal not guaranteed 
Interest guaranteed 


Trustee—Will 84,649.61 


35 $467,753.92 
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How England Cut Excess Reserves 


By NORMAN CRUMP 


Banking Editor, The Economist, London 


London 
E action of the United States Administration toward 
altering the method of operating the American exchange 
stabilization fund, so as to enable future gold purchases 
to be financed by the sale of Treasury bills, evoked consider- 
able interest in England. It is believed that the changes 
make the operations of the American fund much more like 
those of the British Exchange Equalization Account. We 
have already had four years’ experience of our own exchange 
account, during which we have come to realize that it is 
really an elastic link between our internal monetary and 
banking system and international movements of funds. 
Originally we regarded it solely as an instrument for smooth- 
ing out foreign exchange fluctuations and discouraging 
speculation; and it bought and sold gold or sterling accord- 
ingly. We now realize that these purchases exercise some in- 
fluence upon the internal credit position and so we have been 
developing it as an integral part of our monetary and bank- 
ing machine. The United States is taking the first step in the 
same direction. 


SUCH FUNDS MUST BUY AND SELL 


THE essential point is that an exchange fund must be able 
to act both as buyer and seller, that is, it must be provided 
both with gold and with the home currency (e.g., sterling for 
England and dollars for the United States). The British ex- 
change fund initially consisted wholly of sterling, in the form 
of Treasury bills issued specially against it, and it was only 
able to stock itself with gold as well because its foundation 
coincided with a sustained flow of foreign funds into London. 
Thus it has been able to act both as buyer and seller at will. 

The American exchange fund was originally stocked only 
with gold, arising from the revaluation of the nation’s mone- 
tary gold stocks in early 1934. It was never able to acquire a 
stock of dollars, because ever since 1934 funds have been 
flowing into the United States, so that the fund was con- 
tinually asked to buy gold and never asked to buy dollars. 
It had the fatal defect of being able to operate only one way, 
and the undesired way, at that. The result was that as it 
took up gold, it had to pass it on to the Reserve banks (in the 
form of gold certificates), for the Reserve banks alone had 
dollars with which to pay for the gold. Hence the gold got 
through to the American internal banking system, where it 
was responsible for the swollen member bank excess re- 
serves, and from the psychological aspect, for the misgiv- 
ings about foreign hot money. 

The only possible assumption is that the recent changes 
are designed to provide the American stabilization fund with 
an adequate supply of dollars, so that it can operate freely in 
both directions. Judging from our own experience, there are 
two possible initial courses of action. First a new issue of 
Treasury bills might be made direct to the fund. Then, in 
future as the fund buys gold it will sell its bills to the banking 
system, receiving in return dollars with which to pay for its 
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gold. This is tantamount to giving the fund power to borrow 
at short term from the banking system whenever it wishes to 
buy gold. 

Let us trace briefly the consequences of an influx of for. 
eign money covered by gold bought by the stabilization fund 
in this way. The foreign money will go into a member bank 
and raise its deposits by, say, $x millions. The member bank 
will acquire $x millions of gold abroad, in London or in Paris 
and resell it to the stabilization fund. Meanwhile the stabili- 
zation fund will sell $x millions of Treasury bills to some 
member bank and use the dollars received by it to pay for the 
gold. Therefore the member banks as a whole will pay out 
$x millions in cash for Treasury bills and receive it back for 
their gold. The net change in the condition of the member 
banks will be:— 

Deposits 

Securities 

Reserves (i.e., cash) 
Excess reserves 

Their excess reserves are reduced because they are carry- 
ing larger deposits and so need larger legal reserves. 

Here is a way in which the stabilization fund can be used 
as an instrument for reducing member bank excess reserves. 
We had the counterpart to this in London in the Summer of 
1936, when the joint-stock banks’ cash became seriously re- 
duced in just the same way by the French influx of funds into 
London, and the British exchange account’s gold purchases 
in Paris and sales of treasury bills to the joint-stock banks. 
The banks got new deposits, but only got treasury bills as the 
counterpart; and when the French began to hoard British 
currency, the British banks found themselves losing cash and 
only getting treasury bills in exchange. 

To relieve the pressure, the Bank of England itself had to 
buy gold last Summer. Similarly, the American stabilization 
fund could sell part of its $x millions of Treasury bills to the 
Reserve banks instead of to the member banks. In that event 
the member banks would receive more cash for gold than 
they paid out for Treasury bills, and so would gain cash on 
balance. 


$x millions 
$x millions 
unchanged 


NEW CONTROLS ARE POSSIBLE 


BY adjusting the stabilization fund’s sales of bills (a) to 
the member banks and (b) to the Reserve banks, a very 
delicate control over excess reserves could be exercised 
whenever foreign funds and gold came in. So far from for- 
eign hot money raising a new problem, it could be used asa 
delicate control lever over the internal banking position. 

The second way of providing the stabilization fund with 
its initial stock of Treasury bills would be for the Reserve 
banks and the stabilization fund to swap short term Govern- 
ments for gold (or gold certificates). This is the real signifi- 
cance of the Bank of England’s £65 millions gold purchase 
and the £60 millions reduction in the fiduciary note issue last 
December—it was a straight swap of gold for treasury bills 
with the British Exchange Equalization Account. ; 

The change in method not only enables the stabilization 
fund to operate both ways on the foreign exchanges, but also 
transforms it into an important control lever over the inter- 
nal banking position. 
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Freezing the Cat 


By THOMAS H. REED 


Director, Consultant Service, National Municipal League 


to earn his bread by the sweat of his brow. It is less 

widely known that he sweat so much that he grew 
thin and irritable. So Eve made her second great suggestion, 
“Work less.” He did and, tradition has it, they both grew 
thin and irritable. 

The taxpaying public of the United States, descended 
from Father Adam, found itself in a similar plight and flew 
toa similar remedy. In the early years of the depression it 
was hard to pay the heavy state and local taxes on real 
property—and some male descendant of Eve suggested, 
“Why not put into the state constitution a provision that 
taxes on property for all purposes shall not exceed a certain 
proportion (1, 134 or 2 per cent) of its assessed valuation.” 
The notion swept the country like a Broadway song hit—it 
was just what every taxpayer wanted to hear. Almost before 
we knew it seven states had adopted it and all the rest 
trembled on the verge. 


(Fe Father Adam for his sins, we are told, was obliged 


THE REASONS SEEM GOOD ENOUGH 


THE arguments for tax limitation were simple and appeal- 
ing: (1) Local government costs too much; (2) real property 
pays more than a fair share; (3) tax reform can be forced by 
drastic limitation of the property tax. Small home owners 
went to bed nights and dreamed of lower taxes. The farmer 
plodded the furrow with a straighter back. And less senti- 
mental but practical real estate and utility interests steadily 
and skillfully fanned the flame. Even some bankers, thinking 
of protecting their investments, gave the movement their 
blessing because they thought that, if taxes for operation 
were reduced, there would be less opposition to paying taxes 
for the service of preexisting debts which, of course, are out- 
side the overall limits under the Fourteenth Amendment to 
the United States Constitution. 


BUT THEY DON’T HOLD WATER 


IT did not take long, however, to expose the speciousness 
of the case for overall tax limitation. The portion of the 
limited tax which could be allocated to cities did not suffice 
to provide the services necessary in urban communities. 
From West Virginia where city government has been able to 
drag out a feeble existence for the past four years only be- 
cause there were delinquent taxes from the early depression 
years to be collected, spoke on December 18, 1936, the 
Editor of the Dominion News of Morgantown. 


“... the average per capita expenditure for municipal govern- 
ment under tax limitation in West Virginia is less than half the 
national average. Small wonder that streets are going to ruin, street 
lights are dark, poorly paid policemen must work seven days a week 
without let-up, that sewers are clogged and sanitation work at or 
hear standstill. 

“The situation is such that the council of the state’s largest city— 
Huntington—recently ordered a wholesale suspension of municipal 
activity. Many another city has curtailed until municipal service is 
definitely below the line of actual need.” 
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Reducing taxation but ruining the city is the most reckless 
kind of extravagance. For it is the city and its services which 
give the taxpayers’ property its value. The tax limitationists 
are much in the position of the eccentric gentleman who de- 
cided to dispose of a superfluous cat by sitting out on the 
front steps on a cold night, clad in a night shirt, and freezing 
the animal. 


GOVERNMENT COSTS HAVE BEEN CUT 


LOCAL government costs, generally too high in 1933, are 
not generally too high today. Where drastic tax limits pre- 
vail, they are now generally too low. According to an un- 
published memorandum prepared for the New York State 
Commission for the Revision of the Tax Laws, Flint, Michi- 
gan, in 1930 was a lavishly operated city. The tax levy for 
city purposes, however, had been reduced, without the aid of 
tax limitation, from $3,335,000 in 1930 to $2,233,000 in 1933. 
In 1934 the people voted to submit their city to the full effect 
of the 1.5 per cent overall limit of the Michigan constitution. 
The tax levy for city purposes actually had risen in 1936, the 
third year of tax limitation, to $2,674,000, while the total 
levy for all purposes remained practically as in 1933, except 
for the abolition of the state tax on property. 

This year’s budget was balanced by estimating receipts of 
more than $500,000 which the city probably will never get. 
On December 1, 1936, there was little or no cash in the gen- 
eral fund and accounts payable amounted to $500,000. At 
the same time the school budget was balanced by over- 
estimating state aid approximately $300,000. There is not 
sufficient money in either city or school budget to restore 
salaries, replace equipment or make needed improvements. 
At that, Flint is going in the hole at the rate of nearly a mil- 
lion dollars a year. 

This experience is substantially duplicated in other Mich- 
igan and Ohio cities. 


HOW SALES TAXES WORK 


BUT there is still another aspect to the high price of tax 
relief by overall limitation. Several states, when the property 
tax well was plugged, found another in the retail sales tax. 
This tax may have its place in a balanced scheme of taxation 
but by itself must be condemned as regressive. That is, it 
“soaks” the poor. In Ohio it is estimated tax limitation saves 
the owner of a $3,000 home about $12 to $15 a year. The 
average resident pays $20 to $40 yearly under the 3 per cent 
sales tax. 

It requires only the simplest reasoning to see that the 
small taxpayer has benefited not at all by swapping part 
of his property tax for a sales tax. The fact that it is large 
property owners who really benefited by the exchange is 
arousing increasing comment among the rank and file of 
Ohio’s population. 

If anyone thinks it would be wise to come in off the steps 
or put on an overcoat before the cat freezes us, he will be 
comforted by the fact that last November the people of Colo- 
rado, Oregon and Georgia voted down tax limitation, while 
only Nevada adopted it. It will take some real effort, how- 
ever, to stamp out all traces of the epidemic which will flare 
up again this year when 46 state legislatures meet. 
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By R. K. O’HARA 


Vice-president, First National Bank, Chicago 


HE business of the agricultural machinery manufac- 

turers is closely related to the trends in agriculture, and 

it is logical to expect the fortunes of the former to fol- 
low very closely the cyclical swings which are such a com- 
mon characteristic of the agricultural industry. It was inevi- 
table, therefore, that the implement manufacturers would be 
adversely affected as the farmer’s income declined so pre- 
cipitously in the depression years following 1929. 

The implement industry, which embraces four distinct 
lines, tillage, harvesting, power, and dairy equipment, has 
spent large sums in developing new products, particularly 
the small row-crop tractor, either gasoline or kerosene- 
distillate powered, and the small combine, both of which 
have been placed on the market within the last four years. 
The small tractor has brought to row-crop farmers with 
acreages of 120 or less the same advantages of mechanical 
power as were made available to larger acreages 13 years ago 
when the first row-crop tractors were built. Row-crop trac- 
tors, more commonly known as all-purpose tractors, made 
the horseless farm possible for the first time, for they are 
adapted to every field and belt operation on the row-crop 
farm. Earlier tractors would do the heavy field work, such 
as plowing, disking, harvesting, etc., and would furnish belt 
power for stationary jobs, but they were not suited to such 
jobs as planting, cultivating, mowing and raking. 


DIESEL POWER IS WIDELY USED 


ANOTHER recent development by farm equipment manu- 
facturers has been the adaptation of Diesel power to tractors 
used in the larger farm and industrial operations where the 
heavy loads and size of jobs make the larger initial invest- 
ment in a Diesel tractor practical by reason of lower fuel 
costs. Diesel tractors have become steadily more popular on 
farms for such jobs as pulling heavy combines along the 
steep hillsides of grain-growing Washington and Oregon, 
pulling plows, harrows and sprayers through the unstable 
sandy soil of California orchards, and for similarly heavy 
work in other sections. 

Reflecting the improvement in the position of the farmer, 
sales of agricultural machinery have shown substantial re- 
covery in the last four years. Trade estimates place the value 
of total farm equipment production at $450,000,000 in 1936, 
despite the effects of the drought in the Summer months, 
which curtailed sales in some sections of the country, espe- 
cially the Northwest. This figure would be a 35 per cent 
increase over the Bureau of Census estimate of $333,332,070 
for 1935, which in turn was an 85 per cent increase over 
the $180,000,000 estimate for 1934. If the 1936 estimate is 
realized, it will be 3.9 times the 1932 estimated figure of 
$116,000,000 and will be 74 per cent of the peak year 1929 
when the value of farm equipment production reached 
$606,622,000. Obviously, the farm implement industry has 
had substantial improvement from the depression low and is 
approaching its pre-depression levels. 
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This Mechanized Farm Age 


Betterment in the export demand, which normally ac. 
counts for about 20 per cent of the total business, has ac. 
companied the improvement in the domestic market. In the 
first 10 months of 1936, exports of farm machinery rose 
34.3 per cent to $37,095,402, as against $27,620,011 in the 
same period of 1935. The most recent 10 months’ figure, 
and for that matter the first nine months’ figure, was greater 
than the $32,040,325 reported for the full year of 1935. 
However, through the years 1923-1930, exports averaged 
$92,239,000. More favorable foreign exchange rates, gen- 
erally satisfactory tariff agreements, and improved conditions 
in many foreign countries are responsible for the improve- 
ment in exports in recent years. 
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SEVEN FAVORABLE FACTORS 


BECAUSE of the unpredictable factors such as crop and 
weather conditions, insects and developments having to do 
with labor, and the serious consequences which can result 
from any of these, it is extremely hazardous to forecast the 
long term outlook for the agricultural machinery manufac- 


THE 
yrous ca 
by an in 


panies, 
However, disregarding the above unpredictable factors, expand 
it is believed that the prospects over the next several years natitut 
are favorable for the following reasons: Insta 
1. Higher farmer income in 1936 should result in increased sctivit 

purchases of farm machinery in the Spring of 1937. The con- aks di 
tinuance of higher commodity prices is in prospect, thus aid- mately 
ing the sales of machinery and the collection of receivables. 9 jas fg 
2. The Government’s plan of refinancing the farm mort- pow y 
gages and relief for farmers has eased the farmer’s debt bur- J} stain 
den considerably and continuance of «xtensive governmental 
aid is probably assured. wend 
3. Higher commodity prices tend to increase the acreage Jf jysine 
planted, which in turn stimulates the sale of farm machinery. § aitom 
4. Improved conditions in foreign countries and the ree goon 
ciprocal trade agreements should stimulate the export de- $1,650 
mand for implements. 5.130. 
5. Because of the dearth of equipment purchases during $1,154 


the depression, a large potential demand now exists which 
will be filled as the farmer’s condition continues to improve. 

6. The development of new products, such as the row- 
crop tractor, the small combine, the Diesel tractors, and the 
improvement of old products, has materially widened the 
consumer market. 

7. Through conservative accounting policies and the 
maintenance of adequate reserves, the implement manufac- 
turers have materially improved their financial condition 
and are in a favorable position to participate in the further 
expected recovery. 

The bright prospects for the future of the agricultural 
machinery industry are especially gratifying when viewed 
in contrast to conditions which existed as recently as 1932 
and 1933. From the banker’s standpoint, the creditable 
progress made in the industry in recent years is attributable 
to a large degree to able and aggressive management. Like 


with 
all credits, the element of management is foremost in the y 
banker’s mind and, given good management, credits to indy 
manufacturers of agricultural implements are regarded by inst: 
banks as safe and highly desirable investments. the 
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Consumer Loans Rise 


By GEORGE E. ANDERSON 


E opening weeks of 1937 find banks carrying ap- 
[ocximatl one and a quarter billion more in miscel- 
laneous loans than at the corresponding period of 1936. 
Reporting Federal Reserve member banks alone registered 
in increase of more than $889,000,000 at the beginning of 
this year. No detailed information as to the nature of this 
sedit is available, but bankers seem to agree that the gain is 
jue mostly to two factors—increased borrowing by busi- 
yesses which have finally used up the reserves that carried 
hem through the depression, and the banks’ larger share in 
instalment sales financing. 


POSITION OF INSTALMENT FINANCING 


THE latter development is in large part the result of a vig- 
yrous campaign carried on by some banks. It is accompanied 
by an increased volume of business by personal finance com- 
janies, instalment sales finance companies, credit unions, 
ind all sorts of lending agencies. This in turn is reflected in 
expanded loans by the banks, since most of the lesser credit 
institutions base much of their business on bank loans. 
Instalment sales financing is the largest quasi-banking 
activity in the United States. Retail merchant instalment 
sales during the past year have been estimated at approxi- 
mately $5,000,000,000; presumably that has formed the 
basis for considerable borrowing from the commercial banks. 
How much of this volume overlaps business done by the 
instalment sales finance companies is problematical. A con- 
srvative estimate of the latters’ business would seem to be 
around $3,500,000,000, and it may be much more. Thechief 
business in this line, of course, is the financing of sales of 
automobiles. It is estimated that total new motor vehicle 
financing last year covered 3,000,000 cars at $550 each, or 
$1,650,000,000, while the financing of used cars covered 
5,130,000 vehicles at the rate of $225 per car, or a total of 
$1,154,250,000—a grand aggregate of $2,804,250,000. 


OTHER LEADING COMMODITIES 


THE financing of mechanical refrigerators in the past year 
ran between $150,000,000 and $200,000,000 and is rapidly 
increasing. Much of this business has been done by commer- 
cial banks in connection with the F.H.A. home moderniza- 
tion and repair campaign. Another item in the latter is the 
financing of heating equipment. So important has this busi- 
ness become to some concerns that they have organized their 
own finance companies to handle it. The latest development 
has been the organization of sales finance companies to 
inance expensive commodity lines, especially furniture, on 
the principle of bank acceptances. Manufacturers of air con- 
itioning equipment are doing a large percentage of their 
business by instalment financing, in many cases with their 
own companies organized for the purpose but in all cases 
with increasing recourse to banks. 

_ Machinery and equipment for commercial houses and 
industrial concerns have come to be an important factor in 
instalment sales financing. Most of this business ’is done by 
the banks although some manufacturers have close con- 
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nections with finance companies and some have organized 
their own financing concerns. In recent months electrical 
equipment has become an important factor and some of the 
largest banks are financing instalment sales in this field, 
usually under the guaranty of the utility company concerned. 

At present the most important agencies in this variety of 
financing are the thousand-odd instalment sales finance 
companies, large and small, comprising the membership of 
the National Association of Sales Finance Companies. Some 
companies confine their operations entirely to automobile 
financing. Several hundred do not finance automobile sales. 
Many limit their service to financing merchants who extend 
credit. Most of them also finance other instalment sales and 
a few purchase instalment contracts for the financing of doc- 
tors’ and dentists’ bills, hospital charges and the like. Several 
finance insurance contracts. 


COMPETITIVE, ALSO SUPPLEMENTARY 


IN reviewing the several varieties of lending institutions 
now operating in this country an observer is at once struck 
by the fact that each class of institution so merges into the 
class above or below it that all form a coordinated whole 
rather closely knit in relation to each other and in their rela- 
tions to the public. In some respects they become highly 
competitive while in others they offer mutual support and in 
large part depend upon each other. Many are becoming 
directly competitive with commercial banks, while some of 
the largest banks are handling instalment sales financing in 
competition with concerns solely devoted to such business, 
and are maintaining personal loan departments which com- 
pete directly with personal finance companies. 

Facing such a situation the average banker may well ask 
himself: In what does a modern banking service really con- 
sist? It is quite evident that these manifold lending agencies 
would not exist if there were not a public demand for them 
and if they did not meet a public need. Faced on the one 
hand by a dormant demand for commercial and other loans, 
the commercial banker sees, on the other hand, a vast 
amount of business which is legitimate, profitable, and neces- 
sary for the public welfare. It may be easy enough for him 
to say that all such business is really not banking and that he 
will stick to his own line, were it not for the fact that the in- 
stitutions which are supposed to pursue these special lines 


are entering his own field. He faces competition whether he 
wills it or not. 


BROADER DEFINITION OF BANK SERVICE 


IN such circumstances the increase in bank loans in lines 
not heretofore considered strict banking has been inevitable 
and probably is only at its beginning. The manner in which 
many progressive banks are turning to virtually every sort 
of money lending function represented by the entire gamut 
of lending agencies suggests a more modern and broader 
definition of a banking service—a service that meets every 
credit need of every class of people on terms and conditions 
demanded by their respective situations. 
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By J. STANLEY BROWN 


OMPARATIVELY few commercial banks have as yet 
C adopted what are commonly known as private pension 
plans. And the few with any experience whatsoever in 
this field are, as one result of the Social Security Act, fre- 
quently asked these questions: “Should we install a private 
retirement income plan?” “If so, should we attempt it under 
present conditions, or wait until the permanent status of the 
Federal Social Security Act becomes more clearly apparent?” 
In thinking through on this matter, perhaps we can all 
agree on certain fundamentals. In the first place, we can 
probably concede the permanence of some sort of govern- 
mental compulsion in the matter of joint employer-employee 
liability for employee old-age security. After all is said and 
done, the Social Security Act was no more than congres- 
sional obedience to the will of an overwhelming majority of 
the American people. 


THIS IS NOT A NEW LIABILITY 


IF we accept the premise that the movement toward old- 
age security is a permanent movement, let us next attempt 
an interpretation of that premise. The present demand for 
old-age security is a demand that the business man formally 
recognize and incorporate into his books of account an added 
liability classification. That classification might well be des- 
ignated “‘ Due to employees, on account of accumulated old- 
age liability”. 

The fact of the matter is that this liability has always ex- 
isted. The present insistence simply results from its being 
recognized. The demand is that the employer transfer this 
obligation from its previous status of a moral, rather intangi- 
ble and easily ignored liability to the status of a normal, 
business, tangible liability, offset by tangible assets. 


IS THE FEDERAL PLAN ENOUGH? 


SO tomorrow’s employer, whether he likes it or not, is going 
to be held responsible for the old-age security of faithful 
employees. If he accepts this liability cheerfully—and the 
majority will do so—the next question is: “Are the benefits 
granted under the Government plan sufficient?” Every 
employer must answer that question for himself in view of 
the facts. The pertinent facts are these: 

1. Given all the “breaks”, the largest pension that any- 
one, under any circumstances, can earn under the existing 
Government plan amounts to $85 per month. 
2. Higher-salaried personnel contribute only on the first 
$3,000 of annual income. Regardless of an individual’s 
ability to pay or of greater future need because of perma- 
nently established higher standards of living, the Govern- 
ment will accept contributions against only that first 
$3,000. 

If the employer decides to supplement the meager benefits 
granted by governmental decree, he is then faced with a 
choice of two methods. He may fund a retirement income 
plan under trustee agreement; or he may continue as in the 
past, simply buying a pension for each employee as he 
reaches retirement age, or creating a special payroll for re- 
tirement employees. 
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Status of Private Pension Plans 


There are several overwhelming arguments in favor of the 
funded plan. The funded pension plan permits anemployer 
to add to the price of today’s manufactured product the 
exact cost of all of today’s personnel expense. It creates cer. 


ol 

tain advantages in the matter of taxation. But the really i 
persuasive argument is the same as that for accruals to meet in the 
any other cumulative liability. If we accrue reserves for the |B who ¢ 
retirement of obsolete machinery and equipment, we ought Bu 
to adopt the same practice for obsolete personnel. more 
Assuming the employer agrees that Government benefits volun 
should be supplemented by means of a funded retirement draft 
income plan, we still have the really debatable question be- man) 
fore us: “Should we set up our plan now, or should we wait an ai 
a while?” intere 


DELAY MAY BE ADVISABLE om 
MY personal opinion is that the organization which at § 00 < 
present has no private funded pension plan might better de- lowe! 
lay adoption of one. I take that position the minute I ana- J intro 
lyze the purpose behind any proposed private pension plan. cal te 
That purpose is—must be—to supplement the Federal pen- § great 
sion plan. The fact is that the future of the present Federal natic 
program is an unknown quantity, and therefore it cannot be thou: 
satisfactorily supplemented. cient 
If an employer considers the immediate installation of a while 
private pension plan, he has to consider the probability (not 
mere possibility) that corporations having such plans will 
eventually be exempted from Federal old-age taxation alto- THI 
gether. at m 
Apparently, governmental objection to the exemption of time 
private plans has for its purpose the compulsory and perma- plan 
nent coverage of all workers now included in the act. Em- 193 
phasis is on the word “permanent”; and, under the present T 
law, justly so. If private plans were exempted, they say, for | 
Johnny Johnson could work 10 years for Magma Trust adv 
Company, resign and withdraw his contributions. After a tem 
month of high living, Johnny would sign up with the XYZ met 
Company, work five years, resign again, and go on another abo 
spree with his withdrawals from the X YZ plan. At 65, Johnny sar} 
would become a public charge, the same as if no Social § wit 
Security Act had existed. of e 
CONVERSION OF PRIVATE FUND UNITS 
THE argument is well founded; but governmental agencies TH 
will someday agree that their present solution is not well firs 
founded. Surely any agency proposing to administer 26,000, spa 
000 individual ledger accounts ought not to shy from the tin 
trifling problem of transferring Magma Trust pension units ] 
into governmental pension units. It ought not to be any mer 
world-shaking problem to evaluate the pension credit earned tha 
under any private pension plan, and to convert those units an 
into equal Federal units. And it certainly is possible to “pass thi 
a law” requiring an employee to convert private pension AV 
units into Government units whenever he shifts employment. the 
. In summary, it is a fair statement that no one can yet pre 
dict the future status of the Government Social Security cal 
program. And until that status is determined, the status of sr 
private pension plans must remain something far less than 7 


satisfactory. 
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Pay as You Check 


preading over the country and bringing back to the 

banks thousands of small checking customers on a pay- 
as-you-go basis. This new service with no minimum balance 
requirements is being enthusiastically received by the man 
in the street and is bringing into the banks the very people 
who are logically small loan prospects. 

But is this business really profitable? Won’t it crowd out 
more substantial business? Can it be obtained in sufficient 
volume to make it worth bothering with? What about over- 
drafts? These, and many other questions have been asked so 
many times in recent months that the actual experiences of 
an average bank over a six-month period should be both 
interesting and instructive. 

Let us consider and analyse the operation of the system by 
a district bank in a large city, with deposits around $2,000,- 
000 and with two offices. Both offices of this bank are in 
lower class business sections of the city. The new service was 
introduced with the thought of serving the bank’s own logi- 
cal territory, increasing its popularity and, of course, earning 
greater profits. The bank had no aspirations in the way of 
national, state or even city-wide small checking business. It 
thought the service was likely to be popular and that suffi- 
cient volume could be obtained to make the venture worth 
while from every point of view. 


im new “per-item-charge” checking idea is rapidly 


THE INITIAL EXPENSE 


THE bank devised a system for handling this type of account 
at minimum instalation and operating cost and at the same 
time corrected what it considered to be weaknesses in other 
plans. The service was first offered to the public on July 15, 
1936. 

The bank’s initial investment for stationery and supplies 
for 1,000 accounts was approximately $300, and, apart from 
advertising, this has been the only expense because the sys- 
tem is being operated without extra help or additional equip- 
ment of any kind. The bank estimated that it could handle 
about 1,000 accounts before additional help would be neces- 
sary, but as this is written, the 1,000 mark has been passed 
without the work being too burdensome for the present staff 
of employees. 


FIRST SIX WEEK’S EXPERIENCE 


THE advertising outlay was about $1,100, all spent in the 
first four weeks, the principal amount being for newspaper 
space. After the first four weeks, all advertising was discon- 
tinued, so that the bank’s total investment to date is $1,400. 

In the first six weeks (from July 15) the bank opened 457 
new accounts with an average balance of $61—much higher 
than was expected. At the end of that period it was opening 
an average of eight new accounts daily and has maintained 
this average despite the discontinuance of advertising. 
Average balances fluctuate from $60 mid-month to $45 at 
the end of a month. 

The bank makes a charge of five cents for each check 
cashed and for each item deposited. Earnings were naturally 
small during the first few weeks, but early in December— 
four and one-half months after introduction of the service— 
the total revenue had offset the bank’s total investment 
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By A. PATTERSON FIRTH 


President, Firth Financial Advertising, Inc. 
Philadelphia, Pennsylvania 


($1,400), and is now averaging better than $100 weekly and 
increasing week by week as new accounts are opened. 

Prior to the instalation of this new service, the bank had 
an analysis system in operation and made a monthly service 
charge of $1 on all accounts under $100 minimum balance. 
It was rather afraid that many of these “$1 a month” ac- 
counts would be transferred into “per item charge” accounts. 

Its fears have proved groundless, for out of the 457 ac- 
counts opened in the first six weeks, only 10 or 15 were trans- 
ferred from the $1 a month plan. In fact, more than 95 per 
cent of the accounts opened to date are for new customers. 

Only 2 per cent of the accounts have been closed or have 
become inactive in a six-month period and practically all 
such accounts have paid for the initial cost of opening. 


DEPOSITS ARE QUICKLY HANDLED 


The bank has no more than average trouble with “N/S” 
and other returnable items—rather less, in fact, for only 1.7 
per cent of all checks presented are returned unpaid. 

Another question which received consideration prior to 
the instalation of the service was the possibility of lobby 
congestion. It was thought that these new customers might 
considerably increase the traffic in the lobby and lead to de- 
lay and the possible loss of more substantial customers. 

This was one reason the bank decided to make a per-item 
charge for deposits rather than permit free deposits and 
make a charge only for checks paid. It wished to keep down 
the number of deposits made, and its wishes in this direction 
have been realized. On the first 750 accounts opened, the 
deposits average only 45 daily or 114 deposits per account 
per month. Of these, 98 per cent are comparatively small 
cash deposits which are quickly and easily handled. 

Regarding checks paid, less than 1 per cent are cashed 
over the counter. In brief, the bank’s revenue is derived 
principally from commissions on checks paid and better than 
99 per cent of these are transit or clearing items. 


NO DISTINCTION MADE BETWEEN CUSTOMERS 


WITH the intention of making no distinction in the eyes of 
the public between these small checking customers and other 
patrons of the bank, and with a view to conserving time, the 
system was planned so that any teller could accept deposits 
and pay checks. Likewise, the special check forms used were 
made to conform as nearly as possible with the bank’s regu- 
lar check forms, and still be instantly recognizable. 

Such, then, is this bank’s experience with “pay-as-you- 
go” checking accounts. During the six month period all the 
anticipated mountains have become mole-hills. A reason- 
ably high type of customer has been attracted and encour- 
aged to use the bank’s other facilities, and quite a few are 
now taking advantage of the personal loan and other avail- 
able services. 
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Finger Tip Information Files 


By R. E. DOAN 


Director of Public Relations, 
Denver National Bank, Denver, Colorado 


ODAY we bankers are living in a fast-moving, ever- 

changing world. Whether we are a part of a small-town 

bank with but a few employees, or part of a big-city 
bank with thousands of employees, the fact remains that we 
must have the latest correct data on countless subjects at 
our fingertips. 

One possibility of keeping up to date and having all 
needed data at our fingertips would be for each officer and 
department head to receive, read and personally keep a copy 
of every bank and business magazine, every worthwhile re- 
port, booklet, pamphlet or newspaper item. However, this is 
not practical. The expense of such duplication would be pro- 
hibitive, and no officer or department manager could be ex- 
pected to keep an individual file of all such material. Con- 
sequently, the work must be centralized. 

There are two major parts to this job if it is to be done 
right in any bank. The first, of course, is to make sure that 
new information will be brought, immediately upon its re- 
ceipt, to the attention of those concerned. The second, and 
equally important, phase is the maintenance of an efficient 
banking and general business reference file—to keep all im- 
portant data at your fingertips for future reference. 


MAGAZINES, NEWSPAPERS, PAMPHLETS 


FOR the first objective, all magazines, newspapers, business 
reports, informative booklets, pamphlets, etc., which reach 
our bank come directly to our reference department. Here 
they are routed out to the various officers and department 
managers who may be directly or indirectly interested in the 
subject matter covered. The “routing out” process is, of 
course, a simple matter in the case of various reports, book- 
lets and pamphlets where only one subject is covered. We 
merely determine the contents, mark the names of those 
interested on a routing slip, and have the mailboy take them 
around to those so designated. However, in the case of news- 
papers and magazines a special technique must be employed. 
Immediately upon receipt of a magazine, we cut off the 
binding—leaving free pages. We then select the various 
articles of interest, use a stapling machine to hold the pages 
together, attach a “routing slip” with the names of those 
who should see it, and send it around. As will be readily 
realized, in many cases it is necessary for us to have two 
copies of the same publication. 

In clipping and routing out newspaper items and short 
magazine items, we utilize a “clipping sheet.” This is a legal 
size paper with a mimeographed heading which contains a 
place for the name of the publication and the date, and the 
routing numbers of officers and department heads. 

This, in as few words as possible, outlines our method of 
immediate distribution of all informative material. Each 
item is, of course, returned to the reference department as 
soon as it has gone the rounds of those to whom it was routed. 
Naturally, many articles, reports and items received by our 
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reference department are not routed out to anyone. Sych 
items, if it appears at all likely that they will be of value gt 
some future time, are kept by the reference department, 

The second important part of the job is to keep all of the 
informative material which reaches the bank readily avail. 
able at all times. We have two general divisions in our ref. 
erence files—each utilizing separate file cabinets, and separate 
bookcases. One contains articles, booklets, pamphlets, items 
and books of a general business nature. The other is confined 
to material of a banking nature. 

In installing these reference files we considered, of course, 
the idea of cross-indexing each item, article, pamphlet, report 
and book. However, the labor entailed in doing this decided 
us against that plan. We therefore utilized a folder-filing 
system for both divisions. This has worked out very satisfac. 
torily, for with a sufficiently large variety of subject headings 
we seldom have an unwieldy amount of material under any 
one subject. Also, this system has proved very flexible, since 
we can change or re-classify at will—merely by making up 
new folders. 

In our banking reference files we classify according to de- 
partments. In the business reference files material is classified 
according to alphabetical order. 

After the reference department has been set up, it will be 
found advantageous to notify all officers and department 
heads—giving them a list of the classifications in the files, 
suggesting that they send any material which may be stuffed 
away in desk drawers or personal files, and inviting their 
frequent use of the new department at every opportunity. 

In any such reference department, an important consid- 
eration is the selection of helpful reference books. Such a 
selection will, of course, depend to a large extent upon the 
interests and budget of the individual bank. A letter to the 
various publishing houses which specialize in banking and 
business books will bring a list of suggested books from which 
the individual banker may best select a reference library for 
his own bank. Without even touching upon the many splen- 
did books on various phases of banking and business, we 
might make the following very general suggestions. 

Any such reference department should, by all means, have 
a good dictionary, a good set of encyclopedias, a good history 
of the state and the city in which the bank is located, anda 
complete set of American Institute of Banking textbooks. 


NEEDLES IN HAYSTACKS 


ON the whole, it will be found that a reference department 
such as we have outlined will soon more than repay the time 
and trouble taken to set it up and maintain it. In many cases 
it will be found that such a file will eliminate costly errors by 
providing the exact information needed at a moment’s notice. 
In all cases, it will be found to be a time-saver, for it will 
eliminate those otherwise lost moments spent in searching 
about from desk drawer to desk drawer, or department to 
department in search of some particular article. 

Lastly, in many instances it will be found that a reference 
department will prove highly popular with customers—in- 
dividuals, business houses and local correspondents. Those 
frequently troublesome questions which may be asked can be 
directed to the reference department where, if it is operated 
at all efficiently, the answers will likely be found. 
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The President 


Mr. Roosevelt is the first President to be sworn in on the new 

January inauguration date. In the early days of the Republic 

the journey to Washington of a new President was so ardu- 

ous that the ceremony had, for practical reasons, to be post- 

poned to March 4. According to the picture at the right, Mr. 
Jackson even required a spare horse 


Out of the Depression 


NEARLY all of us recognize that as intricacies 

of human relationships increase, so power to 
govern them also must increase—power to stop 
evil; power to do good. The essential democracy of 
our nation and the safety of our people depend not 
upon the absence of power but upon lodging it with 
those whom the people can change or continue at 
stated intervals through an honest and free system 
of elections. The Constitution of 1787 did not 
make our democracy impotent. 

In fact, in these last four years, we have made 
the exercise of all power more democratic; for we 
have begun to bring private autocratic powers into 
their proper subordination to the public’s govern- 
ment. The legend that they were invincible—above 
and beyond the processes of a democracy—has 
been shattered. They have been challenged and 
beaten. 

Our progress out of the depression is obvious.— 
President ROOSEVELT, January 20 


WIDE WORLD PHOTOS 
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All About Washington 


% | Three members of the 
| President’s Committee 


on Administrative 
Management: left to 
right, Louis Brownlow, 
H. Luther Gulich and 
Charles E. Merriam. 
On January 12 Presi- 
dent Roosevelt an- 
nounced his proposals 
for sweeping reform of 
the Washington ma- 
chinery, calling for two 
new cabinet posts, an 
Auditor General in- 
stead of a Controller 
General, six executive 
assistants at the White 
House and a general re- 
shuffling of bureaus 


The Senate committee on Government reor- 
ganization has its own plan for a Washington 
shake-up. At the right, Senators McNary, 
Townsend, Byrd, chairman, O’Mahoney and 
Robinson. This committee is emphasizing 
economy in the Federal set-up, while President 
Roosevelt’s touchstone is efficiency, regarding 
which he said in his reorganization message to 
Congress: “‘Will it be said ‘democracy was a 
great dream, but it could not do the job?’ Or 
shall we, here and now, without further delay, 
make it our business to see that our American 
democracy is made efficient so that it will do 
the job that is required of it by the events of 
our times?”’ 


Senator Joseph T. Robinson, majority Senator Arthur H. Vandenberg, a lead- Senator Robert F. Wagner, Chairman, 
leader in the upper house ing member of the minority group Banking and Currency Committee 
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Certain financial legislation ex. 
pires this year (see page 17), and 
officials met recently to discuss 
necessary extensions. Left to 
right, seated, Senator Glag 
(Appropriations), Senator Rob. 
inson (Majority), Representative 
Bankhead (Speaker), Secretary 
Morgenthau, Representative 
Steagall (Banking and (Cy. 
rency), Representative Daugh- 
ton (Ways and Means); stand- 
ing, Senator Harrison, R.F.C, 
Chairman Jones, Herman Qjj. 
phant (Treasury Department), 
Representative Vinson, (Naval 
Affairs), Representative Golds. 
borough, Daniel Bell (Budget), 
Governor Eccles (Federal Re- 
serve System) 


HARRIS & EWING PHOTOS 


Senators Henry Cabot Lodge and John G. Townsend as they Senators Josiah W. Bailey, Carter Glass and James F. Byrnes. 
attended the first Banking and Currency Committee meeting It was Senator Glass’s 79th birthday 


Congressional freshmen are going to school. Classes, meeting twice a month, will hear 
congressional and administrative officials. Speaker Bankhead, shown below conducting 
the first class, stressed the importance of prompt answers to letters from home 
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(See article, page 14) 
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Samuel Pepys’ Bank 


™ Ng my accounts, it being a great month, both for profit 

and layings out—the last being £89 for kitchen, and 
clothes for myself and wife, and a few extraordinaries for 
the house; and my profits, beside salary, £239; so that I have 
this week, notwithstanding great layings out, and prepara- 
tions for laying out, which I make as paid this month, my 
balance to come to £1,203.” 

Thus wrote Samuel Pepys, famous 17th century diarist. 
A meticulous individual, he was among the earliest clients 
of Hoare’s Bank, one of the oldest in England. 

The pictures on these two pages illustrate some of the 
traditions continued at Hoare’s (the depositor, at the right, 
using a quill pen, for example), and some of the bank’s 
valuable relics of English business history. 


The oldest deed connected with Hoare’s Bank, dated June 
10, 1569, and bearing the large seal of Queen Elizabeth 


The steel Georgian stove, below, is still in use. The two 
young men in top hats and tails are bank messengers 


Where the Machine Age 
Defers to ‘Tradition 


One of the oldest ledgers in the bank. Among the institu- 
tion’s clients was Queen Charlotte, wife of George III 


Leather pocket flask, bottle and other relics left with the 
bank by the widow of Oliver Cromwell’s General Fairfax 
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The iron grille through which 
the clerk and messenger are 
talking is believed to have been 
ysed in the original bank. Many 
traditions of the bank have been 
preserved from its founding, one 
being that some member of the 
Hoare family must sleep on the 
premises each night. The founder 
of the banking family was Rich- 
ard Hoare, who took over the 
affairs of a goldsmith in 1673. 
Just 21 years later the Bank of 
England was established 


One of the bank’s oldest employ- 
ees examining a ledger of recent 
vintage. While many of Hoare’s 
current practices are reminis- 
cent of much earlier banking 
times, the institution was among 
the first to issue its own printed 
notes and, subsequently, check 
books and pass books. The latter 
were known in the 17th century 
as “washing books”’. Before they 
were introduced, depositors veri- 
fied their own accounts in their 
bank’s ledgers and signed the 
withdrawal entries, the bankers 
themselves signing deposit 
entries 


In 274 years of banking the ledgers do pile up. In a vault that In these ancient books, many still well preserved, are the 
looks like the “‘stacks” in a large library, the bank’s earliest names of John Dryden, the poet, Sir Godfrey Kneller the 
books are kept painter, and several of the Bank of England ’s first directors 
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While Business 


Improves 


UNIVERSAL NEWSREEL FROM SOIBEL MAN PAGE IN THE LOUISVILLE COURIER-jouRWAL 


Labor’s recently developed sit-down technique, as practised Going Up! 
by Fisher Body workers. While General Motors employees 
alone are not doing a million dollars worth of work daily, 
students of labor movements are wondering whether such 
tactics may not be a boomerang to the striking workers. 
Those “sitting down”’ are a minority, and others willing to 
work are voicing their dissatisfaction 


In Nebraska a one-house legislature is meeting. While the 

innovation’s proponents claim greater speed and efficiency 

for such a body, it was noted that party distinctions were 
still present 


Good 
Morning, 
Doctor 


Washington 
Bureaucrat’s 
Nightmare 


MARCUS IN THE NEW YORK TIMES THOMAS © ASSOCIATED NEWSPAPERS 
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IL 420, FLORENCE 
**Now Ill show you how a Chino-Japanese war breaks out”’ 


WIDE WORLD 
Above, child’s play in Japan, where these Nip- 
ponese have built a snow model of their favorite 
European dictator. The German-Italian-Japanese 
treaty against communism is causing govern- 
ment strife 


At the right, young Spaniards play soldier 
with serious faces and wooden rifles in a street 
that has not yet been bombed or barricaded 


While the European 
countries were making 
proposals and counter- 
proposals regarding 
non-intervention in 
Spain, and some were 
hurrying more troops 
to one side or the other 
in the Spanish war lest 
their proposals be sud- 
denly accepted, British 
Ambassador Drum- 
mond and Italian For- 
eign Minister Ciano 
signed a treaty of Medi- 
terranean friendliness, 
before a statue of Peace. 
The two nations as- 
sured each other that 
there was plenty of 
room for both east of 
Gibraltar. At the left, 
Count Ciano is signing 
the pact 


WIDE WoRLD 
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Several Personal Opinions 


HARRIS & EWING 


UTILITY REFUNDING 


During the last two years the northern 
companies have been able to refund 
more than $250,000,000 . . . while the 
southern companies, under the threat 
of competition and duplication by the 
T.V.A. have been wholly unable to re- 
fund. If the southern companies were 
able to refund their outstanding bonds 
and preferred stocks on a similar basis 
it would save them more than $6,000,000 
in interest and preferred dividend 
charges.— Wendell L. Willkie, President, 
Commonwealth and Southern Corp. 


CHIEF WORRY 


The principal problem of the period 
that lies before us may well be to avoid 
a too sudden or too full use of the 
nation’s swollen bank deposits and 
credit resources. 

Should the employment of credit 
proceed too rapidly in relation to the 
reemployment of workers in produc- 
tive industry the result might be dis- 
concerting developments in the price 
structure. 

—Charles R. Gay, President, New 
York Stock Exchange 


KEYSTONE 


WORLD’S OUTLOOK 


The prestige and influence of the United 
States in international affairs was 
never greater than today and never was 
used more widely to promote peace and 
to restore normal conditions of trade 
among nations. ... Recovery is world- 
wide. There is a growing recognition of 
the interdependence of nations and a 
better realization that both nations 
and individuals are affected by the suc- 
cess or failure of their neighbors. 
—T. J. Watson, President, Interna- 
tional Business Machines Corporation 


MORTGAGE INSURANCE 


The experience of the last few years has 
cast considerable doubt upon the feasi- 
bility of insuring the principal and 
interest of real estate mortgages as 
against all hazards. . . . This observa- 
tion has led the Insurance Department 
to cover the normal risks . . . and to 
spread over a period of time such ex- 
traordinary risks as those which affect 
all real estate mortgages together in 
times of business recession.—Louis H. 
Pink, Superintendent of Insurance, 
State of New York 


RUMORS UNFOUNDED 


There have been reports that the 
F.D.1.C. was going into the surety busi- 
ness in competition with private inter- 
ests. Under the requirements of the 
banking law the Corporation scruti- 
nizes the surety policies of banks which 
are its members and in some cases it 
has ordered banks to take out addi- 
tional policies. This corporation has 
never given any thought to going into 
the surety business.—Leo T. Crowley, 
Chairman, Federal Deposit Insurance 
Corporation 


ACCOUNTANTS’ RESPONSIBILITY 


In the light of our securities laws the 
accountant has a_ responsibility for 
financial information which is impor- 
tant to the formation of an opinion 
as to whether a security should be 
bought or sold. The accounting pro- 
fession has a long way to go to meet 
its full responsibility. By and large ac- 
countants have not made their state- 
ments as clear and unambiguous as 
their technical nature allows.—George 
C. Mathews, Securities and Exchange 
Commissioner 


HARRIS & EWING 
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Recent Authors 


INTERNATIONAL 
THE CENTRAL BANK ROLE 


(entral banks have also a curious and 
unique relationship to the commercial 
banks of a country, for they are both 
cosely related to the commercial banks 
and independent of these banks, and in 
fact have supervisory powers over them. 
for every single occasion when a central 
bank may have opposed some govern- 
mental policy there may be found in 
history a dozen occasions when a cen- 
tral bank has acted to restrain commer- 
cial banking activities—W. Randolph 
Burgess, Vice-president, Federal Re- 
serve Bank of New York, The Reserve 
Banks and the Money Market (Harper) 


RESERVE SYSTEM’S POWERS 


The monetary legislation of the past 
four years has so weakened the powers 
of the Federal Reserve System in the 
fields in which a central bank usually 
operates, except in its réle as fiscal agent 
of the Government, that it has been 
prevented from functioning in a normal 
and effective way. Its proper powers 
have been extensively taken over by the 
Government, and it is no longer fair to 
hold the System responsible for per- 
forming the usual functions of a central 
bank.—E. W. Kemmerer, Princeton 
University, ABC of the Federal Reserve 
System (Princeton University Press) 


BANK CREDIT’S FUNCTION 


The analysis of banking assets would 
go to show that the main function of 
modern bank credit is in the direct or 
indirect financing of corporate and un- 
incorporated industry. ‘Commercial 
paper” is no longer the chief banking 
asset. 

It is maintained that the ability of 
the banks to aid ordinary commerce 
is increased by the intimate connection 
of the banks with the stock market.— 
Benjamin M. Anderson, Jr., Economist, 
Chase National Bank in the City of New 
York, The Value of Money (Richard R. 

Smith) 


PERSONAL BUDGETS 


Budgets should provide an intelligent 
and economical control over monetary 
expenditures. Financial planning is as 
necessary and beneficial to the individ- 
ual as it is to the business enterprise. 
The implication of a _ narrow life, 
hemmed in by the restrictions of an ar- 
bitrary budget, is effectively refuted by 
the frequent realization of a more com- 
plete life made possible by intelligent 
financial planning . . . Financial plan- 
ning makes luxuries attainable... . 
David F. Jordan, New York University, 
Managing Personal Finances (Prentice- 
Hall) 


HARRIS & EWING 
TOO MUCH MONETARY GOLD 


A real problem has been created by the 
great increase in the world’s monetary 
gold stock which has taken place since 
1929. A general credit expansion corre- 
sponding to this increase in gold stocks 
is highly undesirable. It is important, 
however, that the sterilization of part 
of the existing supply not be accom- 
plished merely by stepping up existing 
gold reserve requirements and thereby 
creating a need for proportionally in- 
creased increments of gold to take care 
of future growth.—C. O. Hardy, The 
Brookings Institution, Is There Enough 
Gold? 


GOLD STANDARD ABUSES 


There are several abuses which have de- 
veloped from the working of the gold 
standard under modern conditions 
which the leaders of industry and trade 
rightly resent and will not, I think, be 
prepared to tolerate in future... . 
they have realized that a rapid and ex- 
tensive fall of prices for any reason .. . 
is equally disastrous. 

They will insist upon some system 
which will ensure a reasonable measure 
of stability in the general level of 
prices.—Sir Arthur Salter, World Trade 
and Its Future. (University of Penn- 

sylvania Press) 


INTERNATIONAL 
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Standards Long Established 


ECENTLY Charles R. Gay, president of the New York Stock os oe ~ 
Exchange, said: ‘Our first loyalty is to the public—and our en- . ;' — EGIS 
during welfare depends on an intelligent conception of our fiduciary Re ey |e dent 
relationship with the public. . . . Our standardsand code of conduct, § ae ‘ {ss of Banki 
as outlined in our constitution and rules, are long established and ~~ a eee xt Rutge 
well understood. The Exchange expects all of us—members, partners jam - gets New Jer 
and employees—to observe them, both in the letter and the spirit.” 
Admis 
tional i 
America 
the Ame 
imited 
ants W 
nents. | 
dass th 
umber 
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which 
started | 
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The South wall of the New York Stock Exchange trading room, con- i supervi 
spicuous feature of which is the rostrum from which are made an- 
nouncements by the Exchange to brokers on the floor. Above it is the 
annunciator board, where traders’ numbers flash when telephone F ‘ 

messages come to them in addi 


Above at the right, 150 telephone operators relay up-to-the-minute : } g 
quotations to the Exchange’s member firms Bi yrac 


Below at the right, in the control room a ticker operator sends out the MoCalfey, 
quotation messages that are reproduced on the familiar stock ticker ' Rational 


| 
Below, the board room of the governors of the New York Stock Exchange : , a 
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Keeping Up With Banking 


EGISTRATION for the third resi- 
dent session of the Graduate School 
Banking, to be held June 21 to July 3 
st Rutgers University, New Brunswick, 
Yew Jersey, closes April 15. Many in- 
quiries from prospective students have 
dready been received. 

Admissions to this national educa- 
jonal institution, sponsored by the 
American Bankers Association through 
the American Institute of Banking, are 
jmited each year to the first 200 appli- 
ants who meet the entrance require- 
nents. With the enrollment of the new 
dass the school’s student body will 
wumber approximately 600 bank execu- 
tives, representing all sections of the 
country. The first graduating class, 
which enrolled when the school was 
started in 1935, will receive diplomas at ig 
the conclusion of the 1937 resident 
session. 

Each of the three resident sessions 
covers two weeks of intensive study at 
Rutgers; the interim studies, conducted 
over a period of eight months between 
the campus instruction, are under the 
supervision of the faculty. To complete 
the course, therefore, each student must 
have 16months of supervised home study 
in addition to the six weeks of resident 
work at Rutgers. 


Syracuse Bankers _| Five Newark Bankers 


Take Finance Course! Attend Graduate School 

Special Dispatch to The Herald ee 
New York; June 16—William T. Five bankers from Newark have 
MoCaffey, president of the Lincoln been registered for the 1936 session 
National Bank and Trust Company of! of the Graduate School of Banking. 
Syractise, and Perrin L. Babcock, also} They are: David C. Kirk, assistant 


ATTEND BANK SCHOOL 


\PITTSBURGH BANKERS. 
RF. Sturley,Assistant Cash- ||: Scheel: Banking 


ENROLL FOR SCHOOL, 
{ 
pm First National, Special-te The Pittsburgh Press 
for Graduate Course. NEW YORK, June 15—Five 
(SE. LOUISANS TO-ATTEND- || bankers from _Pittsbureh have heen 


OF Seattle Bankers 


f St. Louisans have been reg- 
Be toiters Attend * Enroll for School 


School of Banking Graves, treet officer 


NEW YORK, June 15 — v---- |and assistant secretary Seattle 
Trust and Savings Bank, and .Ross 
| P. Williams, assistant viee presi- 
ident of the Uniyersity National 
| Bank . Seattle. have 


KERS 
FRANCISCO BAN 
] | GRADUATE 


dR. Melntosh Wil 


—Four bank- 
have been 
session of 
Banking, it 


NEW YORK June 18 
San 
istered for the ! 

uate School of 


Milwaukeeans Will 


||FouR 


SCHOOL OF BANKING) 


Rutgers University 
June 21—July 3 


Utican to Attend 
School of Banking 


Theodore Rokah r, vicepresident 


and treasurer of th i C 
e First Citizens 
Somnany of Utica. 


BANKERS HERE 
JOINCLASS 


Attend Banking School |, = 


Five Pittsburgh bankers have | 
NEW YORK, June 15—Alphonse 


far the 
J. Mayer, auditor of the Marshall 


PHILA. BANKERS 
TAKE NEW COURSE 


Special to The Inquirer. 
NEW YORK, June 15.—Eight 
bankers from Philadelphia have 


wo Dallasites 


@ Ilsley Bank, Sherburn M. Dries- 


sen, department head of the Mar- Registered for 


BANK WORKERS 
WILL TAKE COURSES A. I. B. Course 
- m—William F. 


Houstonians Register for Session ‘at | fi 
BANKERS 


Rutgers University i! 0 
registered for the 1936 session of the ENROLL IN SCHOOL 
Three Buffalo bankers wil) e: 
nroll 
Ir the 1936 session of the Graduate 


iNEW ahaa! of Banking, June 22 
ITAKE BAN 

FOUR BANKERS HERE 

LEAVE FOR scHooL 

Clevelanders 


for 
Rutgers Classes at 
Four Clével sity 


Youngstown Bankers 
Registered in School 
A. T. Button, secretary of The 


Dollar Savings & Trust Co; A. I. 
Kidston, assistant secretary, City 


| 
“Sy 
> 
Re | 
— | 
ORTLAND BANKERS TO | 
YORK, June 19.—Jesse J. 
mptrolier, H. L. Stiles, as- ad 
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Keeping Up 
With Banking 


Pittsburgh Forum Conference 


year’s Regional Banking Conferences of the Ameri- 
can Bankers Association at Pittsburgh (January 28-29), 
Portland, Oregon (February 25 and 26), and Atlanta (March 
25 and 26), are continuing the Association’s program of 
meetings in various sections of the country. 

The purpose, as President Tom K. Smith has said, is to 
provide bankers with the opportunity for forum discussion 
of their problems, methods and policies. The sessions are 
being devoted to 15 and 20 minute addresses on banking 
subjects of current importance, followed by discussions from 
the floor. 

Practical topics taken up cover a wide range of banking 
activity. They include: insurance and crime protection, 
banks and agriculture, the chartering of banking institutions, 
loan administration policies, investment policies, public 
relations, banking education, personal loan departments, 
F.H.A. mortgages, trust business, and activities of the 
American Bankers Association in banking studies and 
research. 

Arthur E. Braun, president of the Pittsburgh Clearing 
House Association and of the Farmers Deposit National 
Bank, was named general chairman of the committee for the 
Pittsburgh Conference which inaugurates the 1937 series. 
F. F. Brooks, president of the First National Bank, Pitts- 
burgh, was chosen vice-chairman, while a number of other 
local bankers assisted by serving on the arrangements, hotel 
and registration committees. The pictures on this and the 
two following pages show the speakers and subjects on the 
Pittsburgh program. 


PHOTOS BY HARRIS & EWins 

Tom K. Smith, President of the Association and president, 

Boatmen’s National Bank, St. Louis, will speak on “Why 

Banks Should Counsel Together’’, and “Utilization of 
Research by the American Bankers Association” 


Arthur E. Braun, president of the Pitts- F. F. Brooks, president, First National Sidney M. Price, cashier, First National 
burgh Clearing House Association and Bank, Pittsburgh, and vice-chairman of Bank, Malden, Massachusetts—‘Bank 


chairman of Pittsburgh committees local committees 
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PHOTOS H, & E. UNLESS OTHERWISE INDICATED 
John J. Rowe, president, Fifth-Third Hon. S. H. Squire, Superintendent of Arthur J. Linn, Comptroller, Hamilton 
Union Trust Company, Cincinnati— Banks, State of Ohio, Columbus— National Bank, Washington, D. C.— 
“Investment Policy” “Chartering of Banks” “Expense Control” 


GREYSTONE 

Ben E. Young, vice-president, National M. Bernhard, trust officer, Hudson 
Bank of Detroit, “‘Research in Costs and County National Bank, Jersey City— 
Methods of Operation” **Personal Loan Departments in Banks”’ 


John J. Driscoll, Jr., Driscoll, Millet 
& Company, Philadelphia—‘‘Income 
from Banking Services”’ 


LININGER BLANK-STOLLER 


president, 


Dunlap C. Clark, president, American George V. McLaughlin, 

National Bank, Kalamazoo, Michigan— Brooklyn Trust Company, Brooklyn, 

New York—‘‘Loan Administration 
Policy” 


E. B. Harshaw, vice-president, Grove 

City National Bank, Grove City, Penn- 

sylvania—The Bankers’ Part in Build- ‘How One Bank Met Its Public Rela- 
ing an Agricultural Community” tions Problems” 
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Earl V. Newton, assistant secretary, 

Cleveland Trust Company, Cleveland— 

“Banking Education and Public Rela- 
tions” 


Frank W. Sutton, Jr., president, First 

National Bank, Toms River, New Jersey 

—‘*The Place of F.H.A. Mortgages in 

Savings Banks and Savings Depart- 
ments”’ 


WHITE 

Paul B. Detwiler, assistant cashier, 

Philadelphia National Bank—“‘Banking 
Talks to Schools and Clubs”’ 
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John Remington, vice-president, Lin- 

coln-Alliance Bank and Trust Com- 

pany, Rochester, New York—‘‘Research 
in the Trust Field”’ 


STEINMETZ 

Gilbert T. Stephenson, Director of 

Trust Research, Graduate School of 

Banking, New York City—‘‘Preserving 

the Association between Banking and 
Trust Business” 


BACHRACH 

Ralph E. Bailey, comptroller, National 

Shawmut Bank, Boston—“‘Budgetary 
Control” 


Walter B. French, executive vice-presi- 

dent, Trust Company of New Jersey, 

Jersey City—“*Bank Officers in School 
at Forty” 


Wood Netherland, vice-president, Mer- 
cantile-Commerce Bank and _ Trust 
Company, St. Louis—‘‘Research on 
Federal Lending Agencies, Postal Sav- 
ings and Bank Chartering” 


WIDE WORLD 


Branch Rickey, vice-president and gen- 
eral manager, St. Louis National Base- 
ball Club, St. Louis—“The Scoreboard 
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CALENDAR 


Meetings and Studies 


E second in the series of three regional banking con- 
Terence being held early this year under auspices of the 
American Bankers Association takes place at Portland, 
Oregon, on February 25 and 26. Hotel Portland is to be the 
ene of the meetings. 

The purpose of these conferences—the first at Pitts- 
burgh, January 28 and 29 and the third scheduled for 
Atlanta, March 25 and 26—is to provide bankers in various 
gctions of the country with an opportunity for forum dis- 
cussions on current banking methods and policies. Tom K. 
Smith, President of the Association, is directing the series. 


TRUST MEN’S CONFERENCE 


ANOTHER important February gathering of bankers is 
the 18th Mid-Winter Trust Conference of the Association’s 
Trust Division, held at the Waldorf-Astoria, New York 
City, on the 9th, 10th and 11th. This annual meeting brings 
together prominent business and professional men, as well as 
bank and trust officers from all parts of the country. 
President Smith will address one of the sessions, his topic 
being “The Outlook for American Trust Business”. Other 
features of the varied and interesting program include a 
discussion of “Trust Business Problems”, lead by Gilbert 
T. Stephenson, Director of Trust Research, Graduate School 
of Banking, and another discussion, “Trust Law Problems”, 
the leader of which is to be Austin W. Scott, professor of law, 
Harvard University law school. At the final business meeting 
of the Conference a symposium, “What Is Being Done to 
Put Trust Business on a Paying Basis”, will present ac- 
counts of activities in this connection in several states. 


Pictures of speakers at the Pittsburgh Forum appear on 
pages 46, 47 and 48. 


CONVENTIONS 
A.B.A. Meetings 

Mid-Winter Trust Conference, Waldorf-Astoria, New 
York, N. Y. 
Regional Conference, Hotel Portland, Portland, Oregon 
Spring Savings Conference, Waldorf-Astoria, New York, 

N. Y. 
Regional Conference, Atlanta-Biltmore Hotel, Atlanta, 
Georgia 
Spring Meeting of Executive Council, The Arlington 
Hotel, Hot Springs, Arkansas 
American Institute of Banking, Hotel Lowry, Saint Paul, 
Minnesota 


Feb. 9-11 


Feb. 25-26 
Mar. 11-12 


Mar. 25-26 
Apr. 18-21 
June 7-11 


June 22- 
July 3 Graduate School of Banking, Rutgers University, New 

Brunswick, New Jersey 

Oct. 11-14 A.B.A. Convention, Statler Hotel, Boston, Massachusetts 


State Associations 
Connecticut Annual Mid-Winter Banquet, Hotel Taft, 
New Haven 
New Mexico, Santa Fe 
North Carolina, Carolina Hotel, Pinehurst 
Oklahoma, Oklahoma City 
Missouri 
Mississippi 
Kansas, Wichita 


Feb. 18 


Apr, 23-24 
May 6-7 
May 6-7 
May 10-12 
May 11-12 
May 12-14 
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SAVINGS CONFERENCE PROSPECTUS 


AN unusually comprehensive program is being worked out 
for the Spring Savings Conference, sponsored by the Savings 
Division, American Bankers Association. The dates are 
March 11 and 12 and the place is the Waldorf-Astoria, New 
York. 

The list of speakers and topics is not yet complete, but a 
tentative draft of the program provides for addresses on 
many timely subjects. Among them may be mentioned: the 
trend of interest rates; uniformity of interest rates and regu- 
lations; the number and extent of Federal agencies in bank- 
ing; F.H.A. mortgages in savings banks and savings de- 
partments; what securities may be used for the investment 
of banking funds; personal loan departments; how to cap- 
italize the thrift influence under the Social Security program; 
research in savings banking; the fiscal reconstruction of rail- 
roads; the present status of municipal obligations in banks’ 
investment accounts; savings banks under changing condi- 
tions; public relations during the recovery; and suggestions 
for a reasonable program in revamping the New York mora- 
torium on mortgages. 

A meeting of managers of school savings activities will dis- 
cuss trends in these savings under improved methods of 
operation. 


GOVERNMENT LENDING AGENCIES 


A. G. BROWN, president, The Ohio Citizens Trust Com- 
pany of Toledo, has been appointed chairman of the Sub- 
committee on Government Lending Agencies of the Com- 


mittee on Banking Studies, American Bankers Association. 

Other members of the Subcommittee are: M. A. Graet- 

tinger, executive vice-president, Illinois Bankers Association, 

Chicago; Charles H. Mylander, vice-president, Huntington 

National Bank, Columbus, Ohio; W. J. Waller, vice-presi- 

dent, Hamilton National Bank, Washington, D. C.; Charles 
(CONTINUED ON PAGE 85) 


May 18-20 
May 20-22 
May 24-26 
May 26-28 
May 27-31 


Texas, Gunter Hotel, San Antonio 

New Jersey, Traymore Hotel, Atlantic City 

Illinois, Chicago 

Pennsylvania, Hotel Traymore, Atlantic City, N. J. 

District of Columbia, Greenbrier, White Sulphur Springs, 

West Virginia 

May 27- 
June 1 

June 2-3 

June 10-12 

June 18-19 

June 24-26 


New York, Aboard S.S. Washington sailing to Bermuda 
South Dakota, Rapid City 

Massachusetts, New Ocean House, Swampscott 
Colorado, Stanley Hotel, Estes Park 

Virginia and West Virginia (Joint Convention), the Green- 
brier, White Sulphur Springs, West Virginia 


June 24-27 Michigan, Grand Hotel, Mackinac Island 


Group Meetings 


New York Chapter, A.I.B., Annual Banquet, Hotel Astor 
Virginia, Group 1, Old Point Comfort 


Other Organizations 


American Management Association, Benjamin Franklin 
Hotel, Philadelphia 

Mid-Winter Conference, American Savings and Loan 
Institute, Boston, Massachusetts 

Convention of Great Lakes Region, National Association 
of Real Estate Boards, Kentucky Hotel, Louisville, 
Kentucky 


Feb. 9-11 
Feb. 19-20 


Mar. 19-20 
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No Minimum Balance 


By JOHN FARNHAM 


E no-minira:m-balance system of assessing service 
charges, whereby the customer pays a flat sum for each 
check written, regardless of the size of his account, may 

never develop into standard American banking practice, but 
it seems to have stirred many bankers to re-open a study of 
service charges in general with the result that the philosophy 
back of service charges is apparently undergoing a change. 
In bringing the profit motive into the daylight, the no- 
minimum-balance systems have set many bankers to think- 
ing about the entire subject of service charges. “This busi- 
ness brings us up short,” one banker said recently. “It brings 
out the fact that, to my mind, we have been going at service 
charges from the wrong angle. We have looked upon them as 
an end in themselves, rather than as a means to an end.” 


THE ULTIMATE END OF SERVICE CHARGES 


HE continued by pointing out that service charges ought to 
be so designed as to indemnify the bank collecting them 
against actual loss but that their ultimate goal should be the 
elimination of the necessity for collecting them. They should, 
he said, be used as a lever to pry up balances, or to diminish 
activity or do both. He felt that this goal could be obtained 
through proper schedules, but doubted that no-minimum- 
balance systems held the answer for the great majority of 
banks. 

Working along similar lines another bank recently devised 
a system, which, while it is probably not unique, is illustra- 
tive of the principle that service charges should not be de- 
signed to produce profits. It is also interesting because it is 
constructed without any base charge whatever. Without 
differentiation between accounts as a result of balance, the 
bank assesses each customer 4% cents for each check paid 
and 2 cents for each transit item handled. These costs were 
determined after an analysis of the bank’s expense accounts 
on a basis of two years of operation. Against these charges to 
each account are set the earnings of the collected balance and 
the account is charged with the amount that the costs exceed 
the earnings figure. 


TWO DIFFERENCES FROM METERED CHARGES 


TO this point the system is approximately standard me- 
tered service charge practice. However there are differences. 
First of these is the fact that the earnings figure is theoretical 
rather than actual. It is not based on what the bank is earn- 
ing, but on what the management feels that it ought to earn 
(in this instance 4 per cent) on the average, year in and year 
out. 

The second difference between this system and standard 
metered practice lies in the fact that in months when the 
customer has a credit balance of earnings, above the charges 
on his account, the bank carries this credit forward on the 
analysis card and uses it in months when earnings have not 
equalled charges. 

Thus, on at least two counts, the bank seems to have 
leaned over backwards to give the customer a break. But it 
is more than likely that this will redound to the bank’s ad- 
vantage over a period of years when the effect on individual 
accounts is considered, as follows: 
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ACCOUNT A, a salaried individual. 


Average collected balance necessary to wipe out debit... ... 


ACCOUNT B, a retired business man. 

Average collected balance 

Average monthly activity—8 transit items @ 2¢.......... 
15 checks 


Excess of average collected balance above amount required 
to produce earnings equal to charges 


In the case of these two accounts it is felt that they can 
both be reorganized, as a result of the service charge system, 
to the bank’s advantage. In the case of Account B it is sug- 
gested that the customer transfer a part of his balance either 
to a savings account or to a certificate of deposit where it 
will earn interest. As for Account A, it is felt that, in most 
instances where the balance can be kept at $100, it can be 
increased above that figure. 

Now take the case of two other accounts: 


ACCOUNT C, a neighborhood grocery, which uses its ac- 
count mainly to collect on the checks that it has cashed. 
Average collected balance 
Average monthly activity—300 transit items @ 2¢ 
40 checks @ 4%¢ 
Total charges 
Earnings @ 4 per cent 
Debit for account of service 


ACCOUNT D, a low salaried worker. 
Average collected balance 

Average monthly activity—3 checks @ 4%¢ 
Total charges 

Earnings @ 4 per cent 


Examining these two accounts it will be seen that this 
system works with impartial justice. It is, perhaps, conjec- 
tural whether Customer D has any business with a checking 
account, but it is certain that a relatively small number of 
banks would turn him down if he asked for one. However, 
under almost any system, he would be charged a flat sum 
from which the bank would make a profit. But this profit 
might be gained at the loss of good will. 

Account C presents a very different problem. Here the 
balance is satisfactory so far as checks drawn are considered, 
but it requires so much service on collections that without 4 
charge of this sort it becomes a source of constant expense. 
Indeed, it is probable that a bank would be money in pocket, 
if Account C’s could be turned into Account D’s. But as that 
is impossible there is no valid reason why the Account C’s 
should not be made to pay their way. Such customers are 
seldom able to increase their balances to any extent, but a 
great majority of them are perfectly willing to pay for their 
collections if they know why. But explanations must be 
simple and in this case they can be. By basing its earnings 00 
the whole collected balance rather than on the collected 
balance less reserves, as is done in many service charge sys- 
tems, the banker explaining the system discussed here can 
do it without mentioning reserves, about which the average 
individual knows nothing and cares less. 
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Average collected balance. $10 

Average monthly activity—4 transit items @ 2¢.......... $.08 

15 checks @ 4% ¢........ 

Total Charges. 

Earnings @ 4 per 39 

Debit for account of 

$500 

$.16 

65 

$750 

$6.00 

1.73 

7.73 

2.50 

5.23 


“can highly recommend 
it to anyone who 1s still 
using the old methods” 


HAT can the bank of moderate size ex- 

ect from a Recordak installation? Hun- 

dreds of banks of all sizes tell you from their own 

experience. Recordak, they say, provides complete 

records, protects against alterations and forgeries, 

supplies film records of customers’ checks (a service 

greatly appreciated by depositors) —and, in addition, 

shows substantial savings ...as much as 45% net on 

per item costs, as much as 50% in supplies, as much as 

90% in storage space. Write for the free booklet, 

“Cornerstone,” a collection of actual letters from 

more than fifty banks, large and small, describing 

their experience with Recordak. Recordak Corpora- 

over tion (subsidiary of the Eastman Kodak Company), 
70% of all 350 Madison Avenue, New York City. 


installations 
are in small 


community ACCOUNTING 
—_— as R ecor d ak BY PHOTOGRAPHY 
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Keep Trust Clients Sold 


departments have a sales 
problem that few other businesses 
face—namely, to keep the business sold 
during the period elapsing between the 
time the individual signs his will or 
insurance trust agreement and his 
demise. This may be called the reten- 
tion problem. It affects primarily wills, 
trusts under wills, and insurance trusts. 
It does not affect, to such a great de- 
gree, immediate business such as living 
trusts, agency, or the corporate services 
where constant contact with customers 
is maintained. 

Trust departments have always had 
this problem but never has it been so 
keenly felt as today. It is one of the 
factors the depression has high-lighted. 
Not only changes that the recent years 
wrought in men’s financial affairs, but 
the lack of confidence in banks, which 
temporarily swept the country, had its 
effects. 

In some cases the leakage has been 
visible. Men or women, wishing to 
change their estate plans, have come to 
the trust department, requested the 
will or insurance trust which had been 
lodged there, and have advised the 
trust officer that they were changing the 
executor or trustee. In some insurance 
trusts part or all of the policies have 
been withdrawn for borrowing purposes 
and never returned. 

More frequently the trust officer 
knows nothing about it. The first infor- 
mation he gets is when the maker dies 
and it is discovered that a new instru- 
ment has supplanted the old one, or 
that the insurance remaining in force 
is only a fraction of the original amount. 
How great this leakage in their new 
business files is, few trust companies 
know. I venture to state that it is more 
serious than is realized by any but trust 
departments which have analyzed their 
records and reviewed the documents on 
file with them. 


SITUATION WAS LEFT ALONE 


SO much for the problem. Why have 
so many trust officers allowed it to go 
so far without doing anything about it? 

One reason has been that many trust 
officers had an unfounded belief that it 
was better “to allow a sleeping dog to 
lie”. They felt it better not to remind a 
man that he had been intending to name 
a member of his family, his attorney or 
another trust company to carry out his 
wishes. In some cases, to be sure, this 
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By ALBERT JOURNEAY 


Vice-president, The Purse Company, 
Chattanooga 


would have happened, but can one 
imagine weaker reasoning? Are there 
not stronger reasons today than ever for 
the employment of the corporate fi- 
duciary? 

A second reason, and a far more valid 
one, is that the task requires much 
careful work. Many trust departments, 
already understaffed, could find no way 
to undertake it at the moment. It has 
been put aside with those things that 
are left to be done tomorrow. Still 
another reason is that some trust officers 
who realized that something should 
be done about this really serious state of 
affairs didn’t quite know what should 
be done or how to go about it. 


DEFENSIVE SELLING 


SOME, as a step in defensive selling, 
have retained on their mailing list men 
and women who they know have made 
wills and insurance trusts naming their 
institutions. These people receive the 
company’s advertising with the same 
regularity that new prospects for trust 
service receive it. The reasoning back of 
this is, as one trust officer says: “‘Con- 
tinued discussion with them through 
messages concerning estates and mak- 
ing them fruitful through wills and 
trusts is a marked aid in the retention 
of their business. These people will 
receive reminders of this kind from 
other sources and we would like to have 
ours come to them with reasonable 
frequency so that they may understand 
not only that we are still interested in 
them but that we are just as much alive 
to the fresh phases which keep develop- 
ing as others could be. 

“We have found a further benefit 
arising from this continued reminder 
and solicitation. People who had con- 
tented themselves with making a simple 
will which distributed their property 
and with which we would be concerned 
only as executor have been convinced by 
subsequent folders that trusts should 
be used in connection with their estates. 
Thus we have had a number of people 
go to their attorneys to have their wills 
rewritten so that we might be named 
not only as executor but as trustee.” 


Although this simple method is better 
than eliminating all contact as soon as 
the prospect’s name is on the dotted 
line, it has some fundamental defects 
The person who has made a will or trust 
agreement continues to be talked to in 
the same manner as one who has not, He 
may resent this; certainly some will 
think the trust company careless or 
wasteful. Still others, disliking the 
thought of death, will resent the con- 
stant reminder. They prefer to be re. 
minded only as important changes that 
affect their plans occur, such as new 
tax laws, changes in their financial con- 
ditions or family changes. Moreover, 
this plan does not go far enough. 


ONE TRUST COMPANY’S WAY 


LET us look at better methods used 
by two or three leading corporate fidu- 
ciaries in dealing with this problem. 
Take, for example, a trust company in 
one of our large cities. It enjoys and 
merits the confidence of its clientele and 
the esteem of its community. Yet even 
this company found that it had a reten- 
tion problem and it has been putting 
that phase of its new business in order. 

Its first task was to review the wills 
and trusts on file. This was not easy, for 
the company is old and some of the wills 
in its files had been there for as long as 
45 years. Many of the people who had 
deposited these old wills couldn’t be 
found. However, every available method 
was used to find them, and, where pos- 
sible, to work out a modern plan. Some 
had died, others had written new wills, 
and in only a relatively few cases did the 
old will meet today’s conditions. 

The bank has analyzed all life insur- 
ance trusts lodged with it and checked 
with the owners of the policies. Even 
with the preferred clientele that it 
serves, it found that nearly all such 
trusts had one or more policies out. In 
many insurance trusts where policies 
had been cancelled or large loans in- 
curred the terms of the agreement 
could no longer have been carried out. 
Through consultation with these people 
the trust officers were able to help them 
revise their agreements so as to meet 
changed conditions and needs. Not only 
did they thus render a valuable service to 
the client but they saved the company 
from what might have been a bad situa- 
tion later, and at the same time pr0- 
tected future beneficiaries. 

(CONTINUED ON PAGE 54) 
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FROM 6 SALESMEN 
TO 6,000 SALESMEN 


“(How many salesmen do we really need? ”” 
““On what basis should they be paid? ”’ 
“What is a fair quota for each sales territory? ” 


“What percentage of our total sales volume can we 
profitably devote to selling expense? ”’ 


HESE are highly important 

questions which confront Man- 
agement today. And alert manu- 
facturers are discovering the cor- 
rect answers in the marketing and 
merchandising service of the 
George S. May Company. 


May Methods get results be- 
cause they are based upon com- 
mon sense principles of selling ... 
practical suggestions, not volu- 
minous statistics. 


In analyzing sales and making 


recommendations, May Engineers 
draw upon a rich background of 


CHICAGO 
2600 North Shore Ave. 


SEATTLE 


highly diversified experience. Our 
clients are located throughout 
North America and include almost 
every type of business .. . large 
and small. Today we are rendering 
equally valuable merchandising 
service to a manufacturer em- 
ploying 6 salesmen and an inter- 


national concern with a sales force 
of 6,000. 


Before you put your final ap- 
proval on a 1937 sales plan, it will 
pay you to investigate May Service. 
Write our nearest office for com- 
plete information. 


MAY COMPANY 


NEW YORK 
122 East 42nd St. 


ATLANTA 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 


710 Second Avenue 134 Peachtree St. 
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CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 
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Serving the 


Business that 


Builds Baltimore 
SINCE 1894 


MARYLAND 
TRUST COMPANY 
BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 
Insurance Corporation 


Trust Clients 


(CONTINUED FROM PAGE 52) 


Many wills, where the maker’s fi- 
nancial condition was such that another 
method of disposal better fitted his 
needs, were removed from the bank’s 
files along with those insurance trusts 
which could better be handled by option 
settlements. But never did the trust 
company suggest to a person the re- 
moval of his business without at the 
same time offering a better plan. 


EFFORT WELL TAKEN 


IN other words, the business lost was 
business that would have been unde- 
sirable and unprofitable. Not a single 
person objected to the company’s ef- 
forts to provide a modern estate plan. 
In fact, the effort was most cordially 
and thankfully received. In a number of 
instances it resulted in a considerable 
increase in business. Further, when the 
review was complete the trust company 
knew exactly where it stood with rela- 
tion to potential business. 

The review of the business was only 
the first, though a most important, step 


What does R-P Act mean to your bank? 
A new opportunity for 
Increased Loan Volume 


—through 


LAWRENCE SYSTEM field warehousing 


Your bank can profitably meet indus- 
try’s present demand for additional 
working capital by making well- 
secured collateral loans under Law- 
RENCE SYSTEM field warehousing. 
This credit arrangement increases 
your profits by enabling you to make 
larger loans. At the same time, it af- 
fords industry the means for 
obtaining funds without re- 
sorting to finance-company 
and other expensive money. 


It may be used in connection with 
practically any.of your accounts car- 
tying readily marketable inventor- 
ies. The service costs your bank noth- 
ing; your borrower's cost is slight. 

For information on any specific 
problems of field warehousing, con- 
sult Department B-6 of the nearest 
LAWRENCE SYSTEM Office. 
Copies of the booklet'*Ware- 
house Receipts as Collateral” 
will be sent free on request. 


JAWRENCE WAREHOUSE (OMPANY 


FIELD WAREHOUSING * CREATING COMMODITY PAPER AGAINST INVENTORY 
A. T. President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION — Since 1916 
NEW YORK: 52 Wall St. * CHICAGO: One North LaSalle St. e BUFFALO: Liberty Bank Building 
SAN FRANCISCO, CALIF: 37 Drumm Street» LOS ANGELES, CALIF: W. P. Story Building 
FRESNO, CALIF: 2030 Anna Street * DALLAS: Santa Fe Building s SPOKANE: 155 South Stevens 
HOUSTON: 601 Shell Bldg.*e PORTLAND, ORE: U.S.Natl.Bank Bldg. e BOSTON: 49 Federal St. 
SEATTLE: 1014 Fourth Avenue South e HONOLULU, T. H: Dillingham Transportation Building 


in the retention plan. So that the bank 
will not find itself in the same Position 
a few years hence a system for main. 
taining constant contact has 
evolved. All clients, except those fem 
who have specifically requested that no 
literature be sent to them receive Copies 
of new books or material referring to 
important new developments in taxes or 
testamentary law or to services other 
than those for which the prospect has 
arranged. Usually a “butterfly” jg 
attached saying the company thinks 
the accompanying message may be of 
interest to their clients. 

With thousands of wills on file it is 
both too costly and too impractical to 
contact all of them personally at regular 
intervals. Consequently, the larger ones 
are segregated. At least once a year a 
solicitor calls on these. Where possible 
the solicitor who originally helped the 
client work out his estate plan makes 
this contact. On others the less ex. 
pensive plan of contact by mail js 
employed. 

Much the same plan has been fol- 
lowed by another progressive trust 
company, of St. Louis. Its experience 
tallies with the other’s. The new busi- 
ness department sums up and justifies 
the additional expense of defensive 
selling under the following headings: 

1. It eliminates unprofitable busi- 
ness. 

2. It secures additional business 
from satisfied clients. 

3. It corrects dissatisfaction in dis- 
satisfied clients. 

4, It holds profitable business. 


ANOTHER CASE 


ANOTHER strong trust company offers 
concrete evidence of the worthwhileness 
of defensive selling. It had discovered 
that certain business it thought it had, 
had slipped out unnoticed. It decided to 
find just what it had and what it didn’t 
have. A competent new business solici- 
tor was assigned the task of contacting 
those whose wills were on file. At this 
writing he is down to “E” in the alpha- 
betical list of those whose wills had 
been lodged in the company’s files. 

Out of 300 called upon, 45 were those 
whose business had been removed. He 
was able to bring back 15. Thirty-one 
others who were in the process of de- 
parting were stayed. The 46 pieces of 
business thus salvaged and restored to 
good standing totaled well over $5, 
000,000 in volume. Moreover, the oth- 
ers, whether still in the fold or on the 
outside, were highly appreciative of the 
fact that the company thought enough 
of their business to make a personal 
call on them. 
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NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, President 


FINANCIAL STATEMENT 


December 3lst, 1936 


ASSETS 


Cash in Banks and Trust Companies . 2,303,552.76 
Investments: 

Bonds. . . . $10,961,400.98 

Premiums in Course of Collection, Not Over 90 Days Due : - 1,127,245.06 
Accrued Interest and Rents . ‘ ; 7 134,267.79 
Reinsurance and Other Accounts Receivable . 105,734.74 
First Mortgages on Real Estate . ‘ 136,600.00 


TOTAL ADMITTED ASSETS . . $19,761,011.33 


LIABILITIES 


Reserve for Losses and Loss Adjustment Expenses . ; , . $ 3,972,476.95 
Reserve for Unearned Premiums . ‘ 5,283,157.59 
Reserve for Commissions, Expenses and Taxes . 981,746.99 
Reserve for Contingencies . ; ‘ ; 750,000.00 


Bonds are carried on an amortized basis prescribed by the New York Insurance Department. Stocks are 
carried at December 31, 1936 market quotations. On the basis of December 31, 1936 market quotations for 
all bonds and stocks owned, this Corporation's total admitted assets would be increased to $20,400,909.35 
and the total capital and surplus to $9,413,527.82. 


Securities carried at $1,423,753.60 are deposited for purposes required by law. 


We hereby certify that the above Statement of Assets and Liabilities and Surplus correctly sets forth the 
financial condition of National Surety Corporation at December 31, 1936. 


JOSEPH FROGGATT & CO., Inc. 


January 18, 1937. Public Accountants and Auditors. 
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Every buyer 

bank checks— 

whether he goes 

in for quality or buys on a price 
basis —is keenly interested in 
getting the most for his money. 


Giving ‘More for the money” is 
the basis on which De Luxe has 
built the largest exclusive check 
producing business in the world. 


Special equipment, specially 
trained men, straight-line pro- 
duction, the will to serve, are 
some of the factors that enable 
us to give more actual check 
value for the money. 


—and in addition we give many 
other extra values: more accu- 
racy because of continuous in- 
spections—more service, less red 
tape, more action, (a promised 
delivery date is law with us)— 
more shipping care, special air- 
space cartons prevent damaged 
edges or marred corners. 


Extra value—that's our "dish". 
May we tell you more? 


CHECK PRINTERS /WC, 


Lithographers and Printers 


Plants at 
CHICAGO CLEVELAND KANSAS CITY 


UKE 


NEW YORK ST. PAUL 


The Three Mortgage Essentials 


By C. F. ELLERY 


Assistant Vice-president, Fidelity 
Union Trust Company, Newark, 
New Jersey 


eam real estate mortgage con- 
tains three essential elements: the 
| mortgagor, the property and the title. 
| To avoid repetition of the depression 
‘experiences it is necessary that the 
| lender be able to pass properly informed 
| judgment on all three. 

As for the obligor, it is well to apply 
to him the three C’s of credit—charac- 
ter, capacity and capital. If he passes 
these tests, his loan can be further in- 
vestigated; if he does not, the lender 
has an opportunity to make a graceful 
withdrawal. 

The coilateral for mortgage loans in- 
volves many considerations. The type 
| of property to be mortgaged is impor- 
tant; so, also, is the size of the lending 
| institution. Certainly a small savings or 
commercial bank would not place in its 
| portfolio large mortgages on apartment 
| houses, business properties, theaters, 
| factories, etc.; nor would an institution 
| lend on property that was obsolete or 
unsuited to its location, for a moribund 
| building is not a good risk. The charac- 
| ter of locations changes rapidly. One 
that is good today may be poor tomor- 
row, and a single undesirable neighbor 
can start the blighting of an entire 
neighborhood, with serious consequences 
to the mortgagee. 


CONSIDER THE OWNER 


IN dwelling houses, owner occupancy 
is most desirable, and many banks or 
trust companies require such a condi- 
tion. Consideration should also be given 
to the owner’s ability to maintain his 
income so that he can meet not only his 
interest and taxes but an amortization 
schedule. Mortgages should not be per- 
manent. 

The appraisal of real estate cannot 
yet be called an exact science, although 


| much progress toward that status has 


been made. The value placed on a prop- 
erty to be mortgaged is a most im- 
portant factor, one that requires the 
possession and use of old-fashioned 


|common sense. Mere perfunctory in- 


formation, curbstone guesses, or in- 
| spections made from the seat of an 
automobile will not do. The most care- 
ful investigation should be made by 
experienced individuals whose training 


qualifies them as judges of realty Values, 

One successful investor in rea] estate 
mortgages, after applying all other 
tests, asks himself these questions: 
“Will this property be as valuable and 
desirable when the mortgage comes due 
as it is today? If I have to foreclose, will 
I want to own the property? Can I 
my money out?” Even though a build. 
ing measures up to all other require- 
ments, he does not make the mortgage 
if his answers are “No.” 

The third essential, after the obligor 
and the property have passed the en- 
trance examinations, is the validity and 
marketability of the title. All titles 
should be in fee and marketable. The 
property should be free of all liens ex- 
cept the prospective first mortgage. 


RECORDS MUST BE AMPLE 


EVEN though a mortgage is carefully 
made, careless servicing can cause its 
deterioration into a liability. A most 
important item in the proper manage- 
ment of a mortgage portfolio is a system 
of accurate and ample records kept by 
qualified clerks and officers. They will 
insist that the owners of the various 
properties comply with these rules: 

Interest must be paid promptly and 
in full. 

Taxes, assessments and all similar 
charges which may become prior liens 
must also be met promptly. 

The fire insurance must constitute 
sufficient coverage and the premiums 
must be met when due. If other types 
of insurance are carried, the same re- 
quirements apply. 

Owners must keep buildings in good 
repair. 

Amortization payments must be met 
promptly. 

The average property owner will fol- 
low these regulations scrupulously. Nev- 
ertheless, the well-managed banking 
institution provides itself with facilities 
for being certain that they are complied 
with. Many banks require owners to 
supply, at their own expense, an official 
municipal tax and assessment search 
every three or five years. 

During the life of a mortgage the in- 
stitution will want to make a thorough 
inspection of a building, inside and out, 
at least once in three years, and also to 
obtain a reappraisal. Many banks, i- 
deed, take such steps at more frequent 
intervals. In addition, properties should 
be similarly examined before a matut- 
ing mortgage is extended, and the loan 
adjusted to meet changed values. 
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EXTRA 
VALUES 
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Let Punched Cards 
serve YOUR 
MODERN TRUST 
REQUIREMENTS 


Detailed tabulated information regarding the current status 

of your trust business is quickly obtained with punched 

cards. Here is the ideal method of securing the comprehen- Don’t miss this 

sive data so necessary to modern Trust Requirements. DEMONSTRATION 
By this method you can obtain automatically, from current 

records, the various reports and schedules required for: See the IBM punched 


Customers’ Statements Court Accounting card method in action, 


ivision Analy- Audit inati i 
— Division Analy udits and Examinations Waldorf-Astoria, New 


Income Collection Proce- Trial Balances York Ci ty. Febru ary 
d 
9-10-11. 


Income and Property Tax Permanent Accounting 
Accounting Records 


Officers and operating division executives are provided with 
schedules containing any or all of the minute account and 
security information which has been recorded in the cards. For Further Information 


Required information is furnished with gratifying speed and nL do 

dhs tune IBM Branch Offices are located in principal 
ties. Y. ‘ 

The punched card method enables you to maintain a single 


set of accounting records which are capable of preparing stands ready cagpmegen detailed cpemmation 
information and reports generally secured from a variety of and close cooperation at any time. Get in 
duplicated records set up for specific purposes. touch with him today. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


General Offices ScuiNES Branch Offices in 
270 Broadway, New York, N. Y. Principal Cities of the World 
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An Editor Defines Public Relations 


“TOT to mention any names,” said 

the financial editor of a large east- 
ern newspaper, “two banks in our town 
have made considerable headway during 
the past few years, and they happen to 
be those which have been most friendly 
with the press. I wonder whether it’s 
entirely a coincidence. 

“Neither bank is what the reporter 
calls a ‘publicity hound’. But both 
distinctly appreciate the value and 
methods of proper publicity. At one 


bank, for instance, whenever a news 
event develops the president makes it 
a point to give us—all the papers, I 
mean—advance information, explaining 
the whole announcement in detail and 
making sure that we understand. 

“What happens? Well, we go back to 
our offices and write intelligent, ac- 
curate stories, and our readers—the 
bank’s customers, actual or potential— 
have come to know a great deal about 
what that bank is doing. 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, December 31, 1936 


RESOURCES 


Cash and Due from Banks 


$335,804,629.49 


United States Government Obligations, 


Direct and Fully Guaranteed 


Other Bonds and Securities 
Loans and Discounts 


Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected 


Banking House 


Real Estate Owned other than Banking 


‘ 558,185,308.83 
52,074,399.88 
261,704,545.25 
2,625,000.00 
894,053.60 
264,207.09 
3,372,277.81 
13,500,000.00 


. 


4,088,591.95 


$1,232,513,013.90 


LIABILITIES 


Deposits. « 
Acceptances ° ° 


Other Banks’ Bills Endorsed and Sold 
Reserve forTaxes, Interest and Expenses 


$1,109,980,393.50 
896,760.35 
264,207.09 
4,536,350.99 


Reserve for Dividend on Preferred 


Reserve for Contingencies 


Income Collected but Not Earned . 


Preferred Stock . 
Common Stock . 
Surplus . ‘ 
Undivided Profits 


; 600,002.52 
11,405,915.82 
427,304.19 

45,000,000.00 
30,000,000.00 
15,000,000.00 
14,402,079.44 


$1,232,513,013.90 


United States Government obligations and other securities carried at $135,350,254.18 
are pledged to secure public and trust deposits and for other purposes 
as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


“Several other banks in our city haye 
made no move whatsoever to cooperate 
with the papers. One of them answers 
questions with the Yes and No formula 
The president of another says, courte. 
ously enough, ‘I prefer to say nothing’, 
The heads of the others flatly decline to 
talk. That’s their own business, of 
course, and I’m not saying it isn’t good 
business; but it isn’t good public rela- 
tions. And although maybe I’m not wel] 
enough posted to comment, these banks 
appear to be standing still. 

“Tt would seem to this casual ob- 
server that banks should take advan 


| of every opportunity to fatten the good 


will account through the newspaper 
columns. Few of them seem to do so,” 


COMMUNITY LEADERSHIP 


A SOUTHWESTERN paper’s business 
editor says that much prestige was lost 


| during the depression when banks and 


bankers became inactive in civic and 
business leadership. The problem facing 
financial institutions in that com- 
munity at present, he believes, is to 
reestablish this leadership, not only as 
regards the banks themselves, but more 
especially their officers and directors as 
individuals. When this is accomplished 
“the banks will have the most effective 
kind of publicity and their public re- 
lations problems will be pretty well 
solved.” 


S.E.C. TO HARVARD 


James M. Landis, head of the 
Securities and Exchange Com- 
mission, leaves that post Sep- 
tember 1 to become dean of 
the Harvard Law School 


| 
| 
| | 
. | | 
| 
| 
ii 
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Ask your WASTE BAShET 


HE GRAPHIC ARTS sometimes wear a decep- 
tive air of simplicity. At first glance, you 
might say — “Letterheads? Checks? Sta- 

tionery? Why, anyone can make them. All you need 
.is a press, somebody to operate it, paper and ink.” 
Drop in some day at the plant of any bank stationer 
whose work is a credit to his trade. See how simple 
the production of quality stationery looks to you then! 
Or, just as an experiment: after you have gone 
through the morning mail, look over the letterheads 
of the people with whom you like to do business. 
Then, look at those letters you have thrown into the 
waste basket, unanswered. Disregarding the subject- 
matter, the results, we think, will be revealing. 
Good bank stationery—well designed—makes for 


constructive customer relations! 


THIS ADVERTISEMENT IS SPONSORED IN THE INTERESTS 
OF BETTER RELATIONS BETWEEN BANKS AND PUBLIE BY 


THE INSTITUTE OF 
BANK STATIONERS 


120 WALL STREET, NEW YORK 
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The Railroads Help Business 


EASONS why the capital goods or 
heavy industries are expanding 
have much to do with the revival of rail- 
way activity. Larger earnings mean in- 
creased expenditures for maintenance 
and equipment, and this means more 
business for everybody, including the 
railways, since much of the outlay is for 
improvement in service. 
In the trans-continental service, for 
example, the Southern Pacific, the Chi- 
cago and Northwestern and the Union 


Pacific lines announce that they have 
combined to buy two lightweight, 
streamlined trains driven by Diesel 
electro-locomotives more powerful than 
any in service. The trains will each be 
almost a quarter of a mile in length, 
will be wider than the present standard 
equipment, and will have innovations 
and refinements never before placed on 
similar trains. They will include 17 
cars, all air-conditioned with individual 
heat control, and have 50 per cent more 


The trial and error method is no longer utilized by alert business men. Skilled 


technicians prepare exact specifications before a product is marketed. 


Insurance buying too, has changed. Protection is no longer bought haphazardly. 


Today, skilled insurance counselors prepare comprehensive programs of insurance 


coverage. Your local Standard agent is a competent insurance technician, able to 


prepare a program of Casualty Insurance and Bonding requirements to fit the 


exact requirements of your own business or that of your depositors. 


For 52 years, Standard of Detroit has furnished protection to business and indi- 


viduals until today over a million persons are protected by some form of its Casualty 


Insurance or Bonds. 


STANDARD 
ACCIDENT INSURANCE COMPANY 
Ytandard Service Satisties 


capacity than the trains they wil] re. 
place. The trip between Chicago anq 
the Coast will be made in 3934 hours 

The Southern Pacific on its own ln 
count plans to spend at least $16,000. 
000 in 1937 on modern streamlined 
power equipment, while its current ap- 
propriations for new and modernized 
cars and locomotives total around 
$41,000,000. The latest authorization 
includes the purchase of 28 steam loco- 
motives, 14 of which will be streamlined 
and designed for passenger service: 
2,725 new freight cars; 41 new passenger 
cars, all of the lightweight modem 
type; and the air conditioning of many 
trains. The appropriations made do not 
include expenditures for rails and track 
equipment which amount to $5,890,000 
additional. 

Expenditures of the Great Northern 
Railroad this year along similar lines 
will include $6,500,000 for new rolling 
stock; the rebuilding of approximately 
1,100 box cars at a cost of $2,750,000; 
purchase of new rails and track fasten- 
ings, $1,750,000; regular maintenance 
of equipment, $12,000,000; and main- 
tenance of way, $10,400,000. The new 
rolling stock will include air-conditioned 
equipment. 


STEEL GETS A BOOST 


SOME of the reasons why the steel in- 
dustry has also been looking up are to be 
found in current railway orders. The 
Chicago, Milwaukee and St. Paul has 
ordered 30,000 tons of rails and 32,000 
tons of track fastenings. The Erie has 
ordered 21,333 tons of first quality steel 
rails; the Missouri Pacific, 33,950 tons; 
the Wabash, 15,000 tons; the Kansas, 
Oklahoma and Gulf Railway, 7,000 
tons of rails and a corresponding amount 
of fastenings; and the St. Louis and San 
Francisco applied to a Federal court for 
permission to buy new rails, track ma- 
terials, and considerable quantities oi 
material for new bridges, buildings, 
ballast, signal equipment and some rol 
ing stock. The Chicago, Burlington and 
Quincy and the Chicago, Rock Island 
and Pacific are building new rolling 
stock of the latest patterns. The Chess- 
peake and Ohio has ordered 2,000 
freight cars to cost about $5,000,000 
and the Bangor and Aroostook has been 
reported in the market for considerable 
new passenger equipment. 

These orders run into large figures, 
but perhaps the most significant point 
is that they come from roads all over the 
country. 
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Send for National’s 
Payroll Plans that 
provide records which 
conform with Social 
Security Legislation. 


ALL SAVINGS BANKS, small or large, recog- 
nize the value of modern posting methods. Mr. 
Brown’s letter tells how the installation of Na- 
tional Posting Machines helped the Fitchburg 
Savings Bank. 


If his experience interests you, get in touch 


with our local representative. Or write us direct. 


Co. 
DAYTON, OHIO 
ACCOUNTING MACHINE DIVISION 
Cash Registers « Typewriting-Bookkeeping Machines * Posting 
Machines * Bank-Bookkeeping Machines * C heck-Writing and 
Signing Machines * Analysis Machines Postage Meter Machines 
Correct Posture Chairs 
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machinery upon 
which sound banking serv- 
ice depends is not con- 
structed of material things. 
It is rather a mechanism of 
human relationships based 
upon mutual advantages 
and understanding. 


Such machinery is not con- 
cerned with costly repairs 
or replacements, yet it is as 
indispensable to business 
and commerce as are power 
plants and office equip- 
ment. 


We are proud of the facil- 
ities available to our cus- 
tomers and which are the 
result of relationships built 
up through 133 years of 
unbroken service. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
Member of Federal Deposit Insurance Corporation 
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—— care of properties scattered over 

the relatively wide local area in which 
our integrated real estate department 
normally functions presents varied prob- 
lems of maintenance, particularly when 
only a few buildings are large enough to 
have resident caretakers. 

One method of procedure, of course, is 
to wait for complaints from tenants, but 
we prefer a more positive system. We 
have adopted a monthly inspection 
plan whereby one man able to make all 


minor repairs looks over each property, With | 
interviews each tenant, makes small re-  ynwise t 
pairs himself, and reports to us all others gut havi 
that are necessary or desirable. He is re- # {t can n 
quired to make complete records of his repairs, 
activities on large cards which record permane 
progressively a series of inspections. the prai 
This procedure is liked by the tenants prime T 
who see the bank’s interest in maintain- physical 
ing their quarters and respond by show- any pro 
ing more interest themselves. Likewise, fH after ac 
savings are effected in such items as J decision 
water bills and smaller costs for other § sacrifice 
repairs, the need for which is discovered & time ele 
before conditions have become more & hen fc 
serious. possible 
THE COORDINATOR an 
GENERAL maintenance and labor are 
under the direction of the assistant to NU 
the department manager, to whom re- & IT has 
quests for repairs are referred and who § keeping 
approves orders for work or materials. § suficies 
He coordinates all activities in this con- 9} real val 
nection. At his disposal is such reference 9 due der 
material as the credit standing of ten- § tain re 
ants, a file of repair and purchase orders ing to 
so that frequency of repair or redecora- § much } 
tion can be accurately determined, and § bering 
cost cards, which permit a check against 9 made 
average expense. distrib 
Our maintenance staff is conducted § as pos 
on what we call a minimum basis. Our duplic 
policy is to make such repairs as can be & for pos 
handled without too much investment §& » filec 
in equipment, and then only if they can Av 
be done to better advantage by us than & signal; 
by outside contract. Such jobsasplumb- § allow 
ing and electrical work are not at- & identi 
tempted, chiefly because considerable proper 
technical skill both for mechanic and dificy 
supervisor is required, and because 4 & js att 
large proportion of such work is keepiy 
gency in character. It is customary, €- 9 chang 
cept on the smallest repair jobs, to get & tirely 
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gveral estimates. All other things being | 
iqual, the low figure is accepted. 

High standards of both labor and ma- 
erial are maintained by frequent in- 
gection of completed work. On work 
jone by the bank’s employees an exact 
nst control is kept, and all time, ma- 
terial and overhead are charged to each 
ib, Keeping such cost records permits 
yccurate comparison with outside con- 
act figures and requires a competent 
naintenance foreman. On any work of 
consequence independent contractors 
bid against our foreman’s estimate. This 
often results in the work being inde- 
gendently done under contract, or in the 
fiscovery of some factor which had 
previously been overlooked. 

With such a general policy it seems 
ynwise to employ expert workmen with- 
out having high standards for materials. 
It can not be too often reiterated that 
repairs, when made, are of as nearly a 
permanent character as is possible. On 
the practical theory that one of the 
prime reasons for foreclosure is poor 
physical condition, a policy that allows 
any property to stand in that condition 
after acquisition is fallacious. Definite 
decision to repair, demolish or sell at 
sacrifice is necessary. Obviously, the 
time element enters to the extent that 
when foreclosures are heavy it is not 
possible to do at once as much as is de- 
sired, but it is the aim to lay out a defi- 
nite program for each property. 


NUMBER THE PROPERTIES 


IT has been difficult to devise a book- 
keeping procedure which would provide 
sufficient collateral information to be of 
real value and still would not make un- 
due demands for small detail. Since cer- 
tain requirements make machine post- 
ing to journal and ledgers impossible, 
much handwork is eliminated by num- 
bering all properties. Payments are 
made by check, showing accounting 
distributing, and carbon copies are used 
as posting tickets. All receipts are in 
duplicate; here, also, the carbon is used 
for posting. Vouchers are numbered and 
filed. 

_Avisible index system with movable 
sgnals is employed for the rent ledger, 
allowing unpaid accounts to be quickly 
identified. Great variety in types of 
property makes expense distribution 
dificult so that only simple distribution 
8 attempted. Altogether, the book- 
keeping procedure appears to growand | 
tange. Certainly, we are nat yet en- | 
ttely satisfied. | 
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Exclusive Nuphonic 
recording and re- 
production of the 
improved Dicta- 
phone duplicates 
the human voice 
almost perfectly. 


with Jobs to do: 


je more kinds of work your day 
takes in, the more you need this 
modern dictating machine. Variety of 
uses is the biggest surprise of the Dic- 
taphone. q First thing each morning 
it starts into action your over-night 
crop of instructions. q While you clean 
up the mail to which you know the 
answers, your secretary is assembling 
files which will enable you to take 
care of situations on which you need 
further information. @ Many confer- 
ences will vanish entirely, and the rest 
grow briefer. q Verbal understandings 
—either by phone or with _—_ 
across your desk—go straight the first 
time, by recording for typing as you 
issue or repeat them. @ You'll do less 
phoning around after people, because 
it’s easier to talk to them by Dicta- 
phone. q@ Meanwhile, your secretary 
puts in a full day working for you, 
without wasting time at the corner of 
your desk. You both go home with 
a better day behind you and a lot less 
taken out of you. 


Interested in SALES TRAINING? 
You'll want to see a new sales-training film 
that’s being TALKED about. It’s called 
“Two Salesmen in Search of an Order,” and 
it’s full of real ideas. Mail the coupon below 
and tell us when you can best spare 20 
minutes to see it. Mail it now! 


Dictaphone Sales Corporation 
420 Lexington Avenue, New York, N. Y. 
In Canada—137 Wellington St., West, Toronto 


Please let me know when “Two Salesmen in 
Search of an Order”’ will be exhibited in my 
city. 

(JI want to see your representative. 


Company.. 
1 Address .... 


The word DICTAPHONE is the Registered Trade-Mark of Dictaphone Corporation, 
Makers of Dictating Machines and Accessories to which said Trade-Mark is Applied. 
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CONTROLLED-Cost 


| SEE DELCO-\ 
| FRIGIDAIRE OFFERS 
; H CONTROLLED COST 
ar convimonine 
PRODUCT OF 


GENERAL MOTORS 43 At 


Like that great E oT 
group of automo- THEN IT WILL H 
biles—like the 


Diesel-powered, streamlined trains BE SMART TO oa 
that flash back and forth across the thin 
continent — like want t 
the hundreds of #~<—“%% Contr 
thousands of Frig- Wh 
idaire refrigera- ™ Condi 
tors that protect For 
food in countless homes and stores : 
Controlled-Cost Air 
an ab 
Conditioning equip- fr 
ment is “A Product oa | 
of General Motors.” coils 
When you buy this : Bu 
make of air condi- savin 
tioning equipment, IN trolle 
you buy with confi- great 
dence that operating fact 1 


costs will be reason- fit vo 
able and that first cost will be low as : 
essential quality permits. 


Vi ‘Days 


DEICO-FRICI 


Conditioning Division of General Motors Sales Corporation Pp 
AUTOMATIC COOLING, HEATING AND CONDITIONING OF AIR , 
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Air Conditioning 
takes the guesswork 
out of Summer Cooling 


At last you can buy Air Conditioning on a sensible business basis 


oT summer weather is ahead. Of 
H course you're thinking of air con- 
ditioning. Naturally it’s the cost you 
think about first. That’s why you'll 
want to get the facts about Frigidaire 
Controlled-Cost Air Conditioning. 

What does Controlled-Cost Air 
Conditioning mean? 

For one thing it means more cool- 
ing per kilowatt hour. Also, it means 
an absolute balance between the re- 
frigeration units (condenser and 
coils). Hence, less operating cost. 

But that is only part of the money- 
aving story of Frigidaire Con- 
trolled-Cost Air Conditioning. Its 
greatest economies are due to the 
fact that it can always be made to 
fit your particular job exactly. 


You pay only for what you need 


Practically no two stores or build- 
ings are alike in size, or in the con- 
ditions that concern air condition- 
ing. With old-style cooling appara- 
tus, you often get either too little 
cooling action or too much. Then 
you get a poor return on your invest- 


ment or pay far more than you 
should to operate the system. 

Delco-Frigidaire engineers can fit 
your needs exactly . . . and tell you 
in advance how much your air con- 
ditioning will cost. For Delco-Frigid- 
aire is more flexible and offers a 
wider selection. 

The first cost of Frigidaire Con- 
trolled-Cost Air Conditioning is rea- 
sonable: and, because you know 
what it will cost to operate, you’re 
not buying guesses. You’re buying 
air conditioning on a business basis. 


Why General Motors’ experience 
saves you money 

The basis of most summer air con- 

ditioning is electric refrigeration. 

General Motors has built more elec- 


SAVE MONEY 
by buying now! 


The big rush for air conditioning is 
starting. Right now you can save im- 
portant money by getting in ahead of 
thecrowd. It will pay you to getintouch 
with Delco-Frigidaire immediately. 


Get the facts about Frigidaire Controlled-Cost 


tric refrigerators than any other or- 
ganization. General Motors devel- 
oped Freon, the safe cooling liquid 
that revolutionized the industry. 
General Motors developed the Finned 
Cooling Coil. General Motors pio- 
neered the first self-contained air con- 
ditioning units for homes and offices. 

This leadership in ideas, and in 
applying ideas, has created Con- 
trolled-Cost Air Conditioning. So, 
when you plan the air conditioning 
system you need next summer, con- 
sult Delco-Frigidaire, Conditioning 
Division of General Motors Sales 
Corporation. Get the benefit of ad- 
vice from the organization that dis- 
cusses all costs frankly and has the 
right equipment at the right price. 


Get the Facts 


You will find a Delco-Frigidaire en- 
gineer deals in facts. He looks at air 
conditioning from your viewpoint. 
He will show you how you can best 
make this great profit-producing in- 
vestment. And it costs nothing to get 
thefacts. Just mail the coupon today. 


MAIL THIS COUPON TODAY! 


Delco-Frigidaire Conditioning Division 
General Motors Sales Corporation 


Dayton, Ohio, Dept. B-2 


I want the facts about Controlled-Cost Air Condi- 
tioning. Please send me the complete story by return 
mail. I am obligating myself in no way at all. 


Air Conditioning for BANKS 


Hundreds of banks throughout the country found that 
Air Conditioning earned money for them last summer. 
Get the whole story! Get the facts about Frigidaire Con- 
trolted-Cost Air Conditioning. Mail the coupon... today! 


Name. 


Address 


City and State 
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**¢‘OOD advertising,” says a Cali- be confused. Too many bankers feel 
fornia journalist in commenting that their public relations activities are 
on bank public relations, “is one of the a failure because they cannot get free 
two keys which will give a banking space in financial news columns for ma- 
house direct access to the treasure terial that should be inserted as paid 
within the safety deposit box of public advertising. An advertising manager or 
goodwill. It is the most important key. agency worthy of hire will steer the 
The other key is the maintenance of bank executive along the right track.” 
frank, honest relationships with that | American banking, this newspaper 
part of the press which handles business man observes, has a story to tell the 
and financial news. public. 
“ Above all, the two keys should not “Tt should,” he says, “be told co- 


>k We mean, of course, the famous Neenah Owl 
watermark which identifies two rag content ledger papers 
that are preferred by accounting departments of every size 


and type—RESOLUTE LEDGER and STONEWALL LEDGER. 


@ This watermark is your guarantee that the ledger paper 
bearing it is carefully made from clean, selected rag fiber 
which assures strength to withstand constant handling, long 
life, and clean erasures. Both Resolute and Stonewall 
Ledger are tub-sized, air-dried, and shop-tested. They are 
made in a clear, non-glare white, buff, and blue in standard 
sizes and weights. They are immediately available from lead- 
ing paper merchants everywhere. ‘The best papers are made 
from rags.'’ ® Neenah Paper Company, Neenah, Wisconsin. 
66 


Banks Have a Story to Tell 


that the profession “embodies 


Per 


operatively through advertising, after 
American bankers agree on what the - 
story is. The best brains in American the org@ 
advertising should be put to work onit.” jy 40S ‘ 

The newsman—he is a financial edi. packed | 
tor—finds that although many banking agement 
leaders believe “something should be conditio 
done” about public relations, they fee) jg °° 
“the banking business stands on sucha — 
lofty pinnacle of dignity and ethics that jj °S be 
the subject may be approached only because 
ofter a long period of agony and prayer,” oy 

terms. 

unique and unusual features that all “Pro! 
ordinary approaches to the public mind be 
are closed.” notes V 

“Meanwhile,” he continues, “the busines 
more progressive and forward looking — 
banking institutions, including some of indorse 
the most dignified and highly ethical, % 
have been moving into the public rela- willing 
tions field with great success. It is grati- stand 2 
fying to note that California banks were rally 
among the first in the country to realize “ : 
there is nothing mysterious about bank Th 
advertising and publicity, and that their kept P 
common sense attack on the problem § ?™ 
has brought returns not only in the form a 
of earnings, but also in enhancement of employ 
that mighty asset known as goodwill. holder 

“What should be done by the banks emplo 
to improve their public relations? This indivi 
observer finds it difficult to determine "0" 
why the banks have any different prob- aad b 
lems in this respect than have the de- mers 
partment stores, the automobile manu- - 
facturers, the steel mills, packing 


houses, or utilities. None of them hasa 
question which cannot be solved satis- 
factorily by the right sort of advertising 
manager or advertising agency.” 


PRESS CONTACTS 


A FINANCIAL editor of an easter 
newspaper suggests that what the banks 
in his community need is “good public 
relations men whose duties, along with 
other work, would be to meet the press 
and give up-to-the-minute news and 
views that would be of interest to the 
people who read the financial columns 
of the newspapers.” 

Most banks, says this journalist, ale 
trying to study the problems of business 
men and to cooperate with them. He 
adds: 

“Now is the time to study individual 
cases. In a bank whose clientele consists 
of farmers the contact man should have 
a first-hand knowledge of the farmer's 
problems. In each institution there 
should be someone who knows the needs 
of the customers the bank serves.” 
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Personal Loans |§ 


“(HE extension of personal loan de- 

partments in commercial banks and 
the organization of innumerable corpo- 
ations chartered to lend on paper not 
tacked by collateral security are devel- 
ypments of recent times in contrast with 
onditions, not so far remote, when a 
yorrower could not find a lender willing 
wo listen to his story. Banking institu- 
jons broadened the personal loan field 
yecause they had much cash that could 
sot otherwise be put out at profitable 
terms. 

“Profits of 6 per cent and more were 
io be earned by discounting individual 
sotes with one or two indorsers; the 
business grew until, in quest of more 
customers, loans were offered without 
indorsers. The man who has a job has 
now open to him a great number of 
willing lenders, provided no judgments 
stand against him. So, also, is his credit 
really recognized when he goes to buy 
goods sold on the installment plan. 

“The growth of the credit union has 
kept pace with the personal loan devel- 
opment. This is a sort of mutual help 
system composed, in its largest units, of 
employees in government service. Stock- 
holders are generally limited to public 
employees and loans are made only to 
individuals on the public pay roll. A 
requirement that the indorser shall 
also be a person on the pay roll is usual 
inmost credit unions. Groups of Federal 
employees all over the country have 
been formed for this purpose.”—From 
an editorial in the New York Sun. 


REPRESENTS PANAMA 


Senor Augusto Boyd is the 
newly accredited Minister of 
his country in Washington 
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The FACTS are known 
.-ebut who knows the MEN ? 


IN DOING BUSINESS in New York State... America’s richest market... 
it helps to know about the people behind the statistics. In many cases, 
these men have a long standing acquaintanceship with those who man 
the Marine Midland banking offices located in 29 communities through- 
out New York State... from Buffalo to New York City... from Water- 


town to Binghamton. 


iD BANKS 


Thvenghent York 


MARINE J 


RESOURCES OVER $450,000,000 
MARINE MIDLAND BANKS ARE LOCATED IN 


NEW YORK CITY 
JAMESTOWN 
BATAVIA ENDICOTT 
ALBION MEDINA 
ALEXANDRIA BAY 


BUFFALO 
WATERTOWN 


ROCHESTER BINGHAMTON 
LACKAWANNA LOCKPORT 
CORTLAND JOHNSON CITY 
EAST AURORA CORINTH 
WEBSTER MIDDLEPORT 


NIAGARA FALLS 
OSWEGO 
TONAWANDA 
PALMYRA 
SODUS 


TROY 
N. TONAWANDA 
MALONE 
AVON 
SNYDER 
Inquiries should be addressed to Marine Midland Trust Company, New York City 
or to Marine Trust Company, Buffalo, N. Y. 
Members Federal Deposit Insurance Corporation 
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A Bank Audit Program 


OME suggestions and precepts on 

auditing are offered in the foreword 

to a booklet published by the Chicago 
Bank Auditors’ Conference. 

The pamphlet itself is a manual of 
practical auditing procedures applicable 
to all accounts on a bank’s statement, 
compiled after extensive studies of bank 
methods. The material appeared in the 
National Auditgram, publication of the 
National Association of Bank Auditors 
and Comptrollers, of which the Chicago 


Conference is a member. It has now 
been reprinted in handy reference form 
under the title “How to Plan and Exe- 
cute a Bank’s Audit Program”’. 

In calling attention to a number of 
points about auditing, the foreword 
says: 

“The auditor of a bank should not, 
under any circumstances, have the au- 
thority or exercise the privilege of origi- 
nating or approving entries, especially 
when his duties include any of the 


Cost-free protection on 
personal loans 


—a prime advantage of Old Republic’s simple 
plan of Credit Life Insurance 


“What will it cost us to install and operate Old Republic’s plan of 


Credit Life Insurance against personal loans?”’ This is the natural 


query of many banks that have personal loan departments or are con- 


templating going after personal loan business. 


The answer is: Nothing. The cost of the insurance is borne by the 


borrower. The necessary forms are furnished gratis by Old Republic. 


The idea is so simple and sensible, and the insurance itself so inex- 


pensive, that the borrower needs no urging to avail himself of its three- 


way protection — 100% coverage for his family, the endorser, and the 


bank, on the unpaid balance in the event of his death. 


Hundreds of banks throughout the country are using Old Republic’s 


simple, practical plan. They find that in addition to giving them cost- 


free protection on unpaid balances in event of death of borrowers, it is 


a valuable conserver of good will. For Old Republic’s prompt check 


settles everything—avoids collection delays, embarrassment, and possi- 


ble litigation. 


Send for full particulars of Old Republic's simple, practical plan — 


without obligation on your part. 


Old Republic Credit 


Life Insurance Company 
309 West Jackson Boulevard, (4icago 


operating functions of the bank. Limi- 
tation of the auditor’s powers in this 
respect is a protection for the bank and 
the auditor. 

“When assigning duties to audit 
clerks for the execution of the program 
consideration should be given to the 
alternation of duties among the clerks 
by transfers at intervals. This procedure 
is as beneficial for the auditor’s staff as 
for the bookkeepers, tellers, remittance 
clerks, security custodians, and others 
in the operating departments. 

“In many instances it is possible to 
include two or more functions or ac. 
counts in one audit, particularly when 
an income or expense results directly 
from the transactions being examined, 
such as interest on loans and discounts, 
or exchange, fees and out-of-pocket ex- 
pense on collections. 

INSIST ON PRECAUTIONS 
“AUDITORS should continuously ob- 
serve the degree of precaution exercised 
by the employees who handle cash, se- 
curities and other valuable property, 
and insist upon the observance of pre- 
cautionary acts and methods for the 
prevention of loss. 


“The auditor should provide himself 
with an accurate record of all differences 
and a control of adjustments in or be- 
tween the bank’s own accounts or cus- 
tomers’ accounts. It should be under- 
stood throughout his institution that 
the auditor must be informed of all 
losses of valuable property or incidents 
that indicate the probability of a loss or 
claim against the bank, whether or not 
the case is covered by insurance.” 

In planning an auditing program, the 
manual says, it is “desirable that the 
auditor chart his course for the year and 
budget the time of his department s0 
that the maximum amount of auditing 
is accomplished. 

“After listing the accounts and the 
frequency desired, the auditor may de- 
termine the amount of time required 
for the whole program by indicating the 
number of hours required for each ac- 
count from his experience with his pat- 
ticular bank. If the man power of his 
department is ample for the completion 
of the program as established, he may 
proceed to indicate the approximate 
dates. 

“Otherwise, it will be necessary to 
make adjustments or allowances by 
decreasing the frequency in! certain a¢- 
counts to bring the time required 
within the time available.” 
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FOLLOW the 
LEADERS= 


La Monte Safety Papers are 


specified by outstanding 


business institutions trom 


coast to coast — including 


78 of the Nation's 100 


largest banks. » * 


NATIONAL SAFETY PAPER 
BANKERS SAFETY PAPER 
SAFETY CHECK PAPER 
EXCHANGE SAFETY PAPER 


GEORGE LA MONTE & SON, NUTLEY, N. J. 
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Payroll 


By EDWARD N. HAY 


Personnel Officer, The Pennsylvania Company 
for Insurances on Lives‘and Granting Annuities 


HE payroll in the bank is the largest single item of ex- 

pense, constituting about 30 per cent of the operating 

costs of many institutions. It is therefore advisable to 
have a reasonable control over this item. By its nature, how- 
ever, payroll is an expense which is difficult to manage. In 
good times salaries are necessarily increased; in hard times 
reductions and cessation of increases become the rule. On 
the whole, the salary of the faithful employee of long service 
tends to mount, occasionally without regard for the intrinsic 
value of the service rendered. We sometimes find a senior 
clerk of long service receiving more pay than a young junior 
officer of great ability and responsibility. 

In some cases there is a tendency to increase the pay of 
only the key people, leaving the rank and file stationary at 
low rates of pay. Also dissatisfaction frequently exists among 
employees because of inequitable distribution of the payroll, 
some receiving proportionately much more for their services 
than others bearing similar responsibilities. This is the result 
of a lack of salary standards for the various levels of responsi- 
bility. The introduction of a budget or some other form of 
expense control does not solve the problem in such a way as 
to give the full degree of control that should be expected. 


FOUR CONTROL METHODS 


THERE are four instruments useful in securing control over 
this large item of expense. These are: 

1. A systematic plan of salary determination. 

2. Employee ratings or efficiency reports. 

3. Payroll summary. 

4. Budget. 

The first of these is a thorough-going method of salary ad- 
ministration, under which each position is studied and a 
definite salary value assigned to it. Many of the larger banks 
follow some such plan. Two neighboring eastern banks, 
which have adopted an identical plan, have divided all posi- 
tions up to salaries of about $5,000 into 19 salary classes, 
each of which has a minimum and a maximum salary. For 
example, the 6th salary class has a minimum of $75 a month 
and a maximum of $100 a month, and all positions the im- 
portance of which is of about that value are assigned to the 
‘6th salary class. These assignments to salary classes are not 
made by guess work, but are the result of a careful study of 
the duties of each position, or a “job analysis”, followed by 
one of several methods of “job evaluation”. When positions 
are thus evaluated they can be assigned to the proper salary 
class. 

The next instrument of salary control is a knowledge of 
the efficiency of the individual employee. This is a separate 
thing from the importance of the duties of his position. In 
other words, there are two elements: the importance of the 
duties and the way in which the incumbent performs them. 
These employee ratings are commonly used by the larger 
banks and by many other corporations. In brief, they are a 
report on the employee’s performance divided under such 
descriptions as “accuracy”’, “cooperation”, “quality of 
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Control 


work’’, “suitability for possible future Promotion”, ete 
These reports are usually made by the superior of each “. 
ployee and by at least two others, higher in rank than him. 
self. These three independent opinions, if in agreement, con. 
stitute a reasonably satisfactory statement of an employee's 
efficiency in his job. In awarding the salary increases they are 
taken into account and they are also of the greatest use in 
making promotions and transfers. 

The third instrument of payroll control is what one bank 
calls the “payroll summary”. This is made up for each de- 
partment, the first sheet containing the payroll totals of each 
division, section and unit within the department. Sections 
are, in turn, broken down into units in some cases. On the 
pages following these division, section and unit totals, is the 
complete payroll of the operating department arranged ac- 
cording to division, section and unit, as just described. For 
example, under customers’ ledger section, one bank has 
eight units, each unit comprising five customers’ ledger 
clerks or machine bookkeepers, together with one supervisor 
and one assistant supervisor. The salaries of each of these 
seven persons are stated opposite their individual names and 
the total for the unit is likewise given. 

Salaries of each group of units within a section are added 
to give the payroll total of that section. The sections in each 
division are likewise totaled to give the division payroll, and 
the division totals constitute the departmental payroll total. 
In the second column are the actual salaries paid in the 
month of January, succeeding months appearing in succes- 
sive columns from left to right. Then in the first column is 
the control figure, known as “‘standard payroll”’. This figure 
for each individual employee is the average between the min- 
imum and maximum salary appropriate to the position held 
by that employee. The average figure or median is used on 
the theory that, since employees of longer service would 
have higher salaries, and those of shorter service lower ones, 
on the average all employees in the same kind of position 
have the average annual salary of that salary class. This is 
therefore assumed to be the ideal or standard salary which 
should normally prevail. These individual standard salaries 
are added together to give the salary standard for each unit, 
section, division and department. 


SALARY TREND AT A GLANCE 


ONE of the great merits of this device is that after the 
salary standards have been arrived at by the process of job 
analysis and salary evaluation previously mentioned, it re 
mains only to place these standards on a columnar sheet 
for each employee, unit, section, division and department, 
and then in succeeding columns to the right may be placed 
the actual payroll figure for each succeeding month of the 
year. At a glance the salary figures for each month are if 
sight, for comparison with the salary standard in the first 
column. This easy way shows not only what the salaries are 
in reference to the standard, but in which direction salary 
figures are tending, whether up or down. 

The fourth instrument of salary control is the budget 
The budget has come to be a common device for expense col 
trol, so that detailed explanation is not necessary. It may be 
worthwhile repeating, however, that the budget is no more 
than an estimate of income and expenditures during the 
coming period. 
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The Average Newspaper Reader Knows... 


SKED for his reactions to the general 
K question of the relationship be- 
ween banks and people, the chief edi- 
prial writer of a midwestern news- 

replied: 

quickly forgives and for- 
ets. Offhand, I should say that any 
ymptoms of effusive love for the public 
ty the banks would produce reactions 
the opposite of those desired. The same 
s true, I think, of efforts to ‘sell’ the 
conomic value of banks. The average 
sewspaper reader knows what banks do 
ind what they are supposed to be for. 

“The institutional advertising that 
rill help the banks is the kind which 
yses the indirect approach. Of that there 
annot be too much, if it is handled in- 
telligently. 

“Interesting and informative eco- 
nomic discussion in newspaper ads, 
lain type and plenty of white space, 
vill serve to make people more con- 
gious of the identity of their interests 
and those of properly managed banks. 
This advertising should be regional and 
bcalized. It should have a strong his- 
torical and community slant. But the 
part played by banks and bankers in the 
economic developments should be un- 
obtrusive. It is not necessary to men- 
tion it at all. The signature of the bank 
on the advertisements will put across 
the desired association of ideas.” 


ON ADVISORY COUNCIL 


Lewis B. Williams, chairman 
of the board, National City 
Bank of Cleveland, has been 
appointed a member of the 
Federal Advisory Council, rep- 
resenting the 4th District 


The publisher of a prominent and in- 
fluential newspaper was quite willing to 
give his views about the public relations 
of banks. His first point was that events 
of the past several years had caused 
many people to doubt whether they 
would be permitted to borrow money 
from the banks and that, being fearful 
of refusal, they were making fewer re- 
quests for credit. Thus the banks were 
losing income, and potential borrowers 
were letting their businesses suffer. 


Loans to responsible persons should be 
encouraged. 

The small loan companies, said this 
journalist, have been actively studying 
the effects of constructive public re- 
lations among the smaller borrowers. 
Business for these lenders has been good, 
and some of the banks have gone after 
their share of it by establishing small 
loan departments. However, there is 
room for more aggressive expansion by 
banking institutions in this field. 


The First National Bank 


of Chicago 


Statement of Condition December 31, 1936 


Cash and Due from Banks, . 


Other Bonds and Securities, 
Loans and Discounts, . ‘ 
Real Estate (Bank Building), 
Other Real Estate, 
Federal Reserve Bank Stock, 


Customers’ Liability Account of Acceptances, 


Interest Earned, not Collected, . 
Other Assets, : 


United States Obligations—Direct and fully Chasennaet 


Pledged — To Secure Public Deposits, 
To Secure Trust Deposits, 
Under Trust Act of Illinois, 


ASSETS 


- $292,539,675.51 


$321,840,135.24 
9,468,032.31 
33,637,117.13 
550,000.00 365,495,284.68 
 63,796,945.60 
252,244,121.61 
‘ 7,119,090.66 
1,821,301.37 
1,650,000.00 
4,015,211.00 
2,197,612.24 
400,735.09 
$991 ,279,977.76 


LIABILITIES 


Capital Stock—Common, 
Surplus Fund, 
Other Undivided Profits, 


Discount Collected but not Earned, 


Dividends Declared, but Unpaid, 
Reserve for Taxes, etc., P 
Liability Account of Acceptances, 
Time Deposits, 

Demand Deposits, 
Deposits of Public Funds, . F 


Liabilities other than those above stated, 


$30,000,000.00 
28,000,000.00 
2,891,556.94 
690,679.40 
450,000.00 
2,228,815.84 

$164,261,450.52 
653,260,211.88 
104,685,142.01 922,206,804.41 
500,597.44 


$991,279,977.76 
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Motor Truck Equipment Trusts 


By M. R. BAILEY 


Vice-president, American National 
Bank, Kalamazoo, Michigan 


oe by state taxes and un- 
favorable public opinion, forced to 
expand rapidly, faced by unsettled com- 
petition and experimenting with equip- 
ment, management and routes, the 
trucking industry for 15 years has been 
permitted to grow and attempt to estab- 
lish itself—a utility with no uniform 
regulatory assistance from Federal or 
state governments. Only since 1935 
when the Interstate Commerce Com- 
mission took over the regulation of 
interstate trucking has there been any 
concerted movement toward improve- 
ment in this industry. As a result this 
business has begun to see some light. It 
can seek sound and economical sources 
of capital. It can justify its existence to 
its management, its stockholders and 
its creditors. 


TYPICAL TRUCK PURCHASE 


THE heavy load of financing which has 
been carried by the whole industry is 
perhaps best indicated by the following 
example of a typical truck purchase 
made on a 6 per cent interest, 18- 
months’ loan plan, with a 25 per cent 
down payment: 


Unpaid balance 
Interest cost 6% 
Monthly payment interest 


Principal repayment 
Depreciation 25% per year. 1,125.00 


$3,673.13 


The total amount repaid under this 
plan in 18 months equals 122.65 per 
cent of the total cost of $3,000. This 
amount must be earned in three-eighths 
of the life of such a piece of equipment 
as established by the Internal Revenue 
Department for income tax purposes. 

Although our bank and numerous 
others have looked askance when asked 
to assist any trucking company, re- 
cently, with the cooperation of a willing 
and conservative owner, the idea was 
conceived of working out an equipment 
trust certificate plan. The consensus of 
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those who consulted on this plan was 
that an equipment trust issue properly 
drawn up would relieve the company of 
some of its interest burden and provide 
for a less rapid payment for purchases, 
concentrate its borrowings and collateral 
for control purposes, provide an obliga- 
tion attractive to banks and to the pub- 
lic, and furnish a means for a continuous 
flow of additional capital for future re- 
placements and purchases. The savings 
under an equipment trust arrangement 
can best be comprehended by a compara- 
tive analysis on the same piece of equip- 
ment reviewed above. 


Total interest cost 
Principal payment 
Depreciation 


$2,222.81 


As will be observed, this is 74.09 per 
cent of the original cost—a reduction of 
earning requirements by the company 
during an 18-months’ period of 48.56 
per cent. As this type of financing has 
been extended over a three-year period, 
it provides a period of payment more in 
conformity with the practical life of the 
equipment. 


SET A PRECEDENT 


TO our knowledge no public offering of 
equipment trust notes had previously 
been made for a trucking company and 
the only precedent that could be found 
was the issue in 1928 of a nationally 
operating passenger bus line secured by 
its rolling stock. 

The issue created, now entirely sold 
and in the hands of bankers and the 
public, is described as a three year, 
$100,000, 6 per cent, sinking fund serial 
equipment trust issue, Series A, with 
provision for subsequent series. The se- 
curity is a first lien on 285 pieces of 
equipment computed as to value on the 
basis of cost plus capital investment less 
depreciation at $185,353. It was ap- 
praised by an independent competent 
appraiser at $211,740. The collateral is 
held in trust by a centrally located trust 
company in one of the larger Michigan 
cities out of which the company oper- 
ates. The indenture calls for the pay- 
ment of interest and $8,500 quarterly. 
Notes are callable at 1 per cent premium 
at any interest date. The outstanding 
notes may at no time exceed 60 per cent 
of the depreciated value of the security 
(the company’s indebtedness may at no 


time exceed 50 per cent of the book 
value of all its assets). The security 
value or loan ratio is adjusted monthly 
by payment, if necessary, to the trustee 
in cash or equipment trust notes for can. 
cellation. Cash so paid to the trustee is 
held in an “equipment fund” which 
may be disbursed only for the purchase 
of new equipment, which then becomes 
subject to the mortgage lien. 


CAPITALIZATION YARDSTICK 


THE company agrees to carry complete 
insurance coverage with principal pay- 
able to the trustee. To provide main. 
tenance, repairs and replacements of 
equipment, the indenture outlines the 
following yardstick which is used for 
determining the value at which the 
equipment may then be capitalized in 
the trust: Cost to the company, less de- 
preciation (25 per cent for power units 
and 12% per cent for non-power units). 

Improvements amounting to 50 per 
cent or more of the depreciated value 
may be capitalized and the recapitalized 
value of such equipment depreciated 
over a corresponding period. As a typi- 
cal example a $1,000 repair on a piece 
of equipment originally costing $4,000 
made at the end of the third year would 
be determined by the following formula: 


Cost: Period of Depreciation :: Repairs 
plus Depreciated Value: X. 


Applied to a specific case this would 


$4,000: 4 years :: $1,000 plus $1,000: 
X or 2 years. 


In other words the value of the equip- 
ment when the repairs were made at the 
end of the third year equals $1,000 and 
could be extended over a period of two 
years from the date of replacements. 
Additional covenants call on the com- 
pany to pay all valid property, income 
and other United States, state, county 
and municipal taxes. Its books of ac- 
count shall be audited annually by @ 
C. P. A. All mortgaged property is to be 
kept in good repair and a certified re 
port given to the trustee each month. 
Load, liability, property damage and 
$100 deductable accident insurance all 
satisfactory to the trustee must be pro- 
vided by the company. All rolling stock 
shall carry plates in a conspicuous place 
showing the lien to the trustee. The it- 
denture outlines the usual conditions 
constituting a default and the remedies. 
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When Service Becomes Interest 


Washington, D.C. 

FTER some 15 months of efforts to reach an agreement 
4 in the matter of regulations governing the payment (or 
1% vather the non-payment) of interest on demand de- 
sits by banks within their respective membership the 
jederal Reserve System and the Federal Deposit Insurance 
(orporation have agreed, and disagreed too. Back of differ- 
iig provisions of the Banking Acts, or at least differences in 
je interpretation of these Acts, are differing policies and 
iewpoints which are as fundamental in some respects as 
differences in the law. 


F.R.S. AND F.D.1I.C. AGREE HERE 


REGULATION ‘“‘Q” of the Federal Reserve Board, which 
sin effect as of February 1, and Regulation “IV” of the 
RD.LC. agree in the provision that “except as herein- 
iter provided, no insured non-member bank (or no member 
lank of the Federal Reserve System) shall, directly or in- 
directly, by any device whatsoever, pay any interest on any 
demand deposit.” Both the Reserve Board and the F.D.L.C. 
we authorized by law to define demand and other deposits— 
jyndamental definitions of which are included in the law it- 
elf. The authority of the F.D.I.C. in this respect is indicated 
in paragraph 8, sub-section V of Sec. 12B of the Federal Re- 
serve Act which provides that ‘“‘ The Board of Directors shall 
by regulation prohibit the payment of interest on demand 
deposits in insured non-member banks and for such purpose 
itmay define the term ‘demand deposits’”’, exceptions to the 
general rule being those made or to be made by the Reserve 
Board with respect to member banks. 

The Reserve Board’s authority in these matters, however, 
is indicated by the provision in Sec. 19 of the Reserve Act 
which, in addition to the prohibition of the payment of in- 
terest on demand deposits, declares that “The Board of 
Governors of the Federal Reserve System is authorized, for 
the purpose of this section, to define the terms ‘demand de- 
posits’, ‘deposits payable on demand’, ‘time deposits’, ‘sav- 
ings deposits’ and ‘trust funds’, to determine what shall be 
deemed to be a payment of interest, and to prescribe such 
rules and regulations as it may deem necessary to effectuate 
the purposes of this section and prevent evasions thereof.” 


WHERE THE DIFFERENCE ARISES 


THE crux of the issue is the specific provision giving the Re- 
serve Board authority “to determine what shall be deemed 
to be a payment of interest’”’—a provision which is not in- 
cluded in the authority given the F.D.I.C. Since the author- 
ity given the Reserve Board is specific, counsel of the F.D.I. 
C. have held that this authority is, by implication, withheld 
from that corporation; that if Congress had intended the 
corporation to have the authority to determine what is really 
“interest” for the purpose of the Act it would have given it 
specific authority as in the case of the Reserve Board. 

_ At all events the corporation is not willing to take upon 
itself the responsibility of defining interest for the purposes 
of the Act. It therefore confines its action to the prohibition 
of the payment of interest on demand deposits as the term 
“interest” is defined in the laws of the United States and of 
the several states, court decisions and the common usage of 
the term. 


On the other hand, the Reserve Board interprets the 
February 1937 


specific authority given it to define “interest” as mandatory 
in so far as it may be necessary to effectuate the purposes of 
the law. 

Each paragraph, indeed each sentence, of its new regula- 
tion merits careful consideration. 

The point of the immediate issue between the Reserve 
Board and the F.D.L.C. is in the provision which relates to 
exchange and collection charges. The new regulation declares 
that “The term ‘interest’ means a payment, credit, service 
or other thing of value which is made or furnished by a bank 
as a consideration for the use of the funds constituting a de- 
posit and which involves the payment or absorption by the 
bank of out-of-pocket expenses (i.e., expenses arising out of 
specific customers and definitely attributable to such trans- 
actions as distinguished from overhead and general operating 
expenses), regardless of whether such payment, credit, serv- 
ice or other thing of value varies with or bears a substantially 
direct relation to the amount of the depositor’s balance. 

“The term ‘interest’ includes the payment or absorption of 
exchange and collection charges which involve out-of-pocket 
expenses, but does not include the payment or absorption of 
taxes upon deposits whether levied against the bank or the 
depositor nor the payment or absorption of premiums on 
bonds securing deposits where such bonds are required by or 
under authority of law.” 


IN THEORY, HIGHER SERVICE CHARGES 


THEORETICALLY this means increased service charges 
for the banks as well as an end to many abuses in free serv- 
ices to depositors. It would place all banks in the same com- 
petitive position by compelling, as well as permitting, all of 
them to make proper charges for services rendered. 

Probably it is an unfair assumption but it is charged, 
nevertheless, that one of the reasons why the Reserve Board 
has sought uniformity in regulations governing these charges 
as representing “interest” is its desire to force all banks into 
the par collection system. On the other hand the Board 
recognizes certain of these difficulties arising under a uniform 
regime by the further provision in its regulation that “ Not- 
withstanding the foregoing, the payment or absorption of 
isolated items of out-of-pocket expense in trivial amounts 
and not of a regularly recurrent nature, where the charging 
of such items to customers would cause undue friction or mis- 
understanding, will not be deemed to be a payment of inter- 
est, provided that the bank acts in good faith and does not 
utilize the absorption of such items as a basis for soliciting 
accounts or obtaining an advantage over competitors and 
provided further that the bank maintains and makes avail- 
able to the examiners authorized to examine the bank a 
record showing the amounts of such items paid or absorbed 
by it, the dates of such payment or absorption, and the 
names of the customers for whom such items were paid or 
absorbed.” 

The F.D.L.C. is so far in sympathy with the objects of the 
Reserve Board that in cases where it becomes apparent that 
a bank is using its freedom from restrictions with respect to 
exchange, collection or similar charges to take advantage of 
its competitors and where the absorption of such charges be- 
comes clearly an abuse it stops the bank from pursuing such 
policies. 

GEorGE E. ANDERSON 
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NATIONAL BANK 
or TULSA 


STATEMENT OF CONDITION 
December 31, 1936 


RESOURCES 


Cash and Due from Banks.......... $22,463,399.16 

U. S. Government Securities........ 18,551,884.91 

Other Bonds and Warrants......... 6,598,659.60 
$47, 613, 943.67 
Income Receivable Accrued. 182,143.90 
Stock in Federal Reserve Bank.................... 210,000.00 
Investment in Bank 2,296,000.00 
Customers’ Liability under Acceptances............ 8,205.00 


Income Collected Not Earned ................-006- 63,933.24 
Reserve for Preferred Dividend.................... 52,500.00 
Capital — Preferred.................. $3,000,000.00 
Canitel —Commion. 2,000,000.00 


Undivided Profits and Reserves........ 316,922.24 
7,316,922.24 


COMPARATIVE DEPOSITS 


December 31, 1933... .. $28,016,837.43 
December 31, 1934..... 37,292,321.66 
December 31, 1935..... 46,600,899.11 
December 31, 1936..... 56,870,480.59 


Member Federal Deposit Insurance Corporation 


Secondary 


Banking ans 

1931 to 

310,006 

acy loans by life insurance com. $3,419, 
panies have generally been accepted there ¥ 

as an important factor in enabling the [or 16.5 
people of the United States to ride out J 100,00 
the depression. However, another side last D 
of the matter, now coming up for dis. MH (3.4 pe 
position, has been a source of solicitude In p' 
on the part of both insurance Super- J assets 
visory authorities and the companies, the 

State insurance commissioners, in 1928. 
particular, have given the subject con- § credit 
siderable investigation. Some are of the | a han 
opinion that the policy loan privilege J great | 
has been greatly abused since first writ. 
ten into insurance contracts and they bankit 
are now disposed to get the insurance It i 
companies “out of the secondary bank- the pa 
ing business”. of the 

LEGISLATION PROPOSED 

“In 

ACCORDING to statements made by § says, 
Ernest Palmer, president of the Na- IB cies ¥ 
tional Association of Insurance Com- § which 
missioners and Director of Insurance in J paym 
Illinois, several states are now promot- mobil 
ing legislation to permit the companies J shoul 
to write ordinary life insurance without J any « 
the cash surrender value and loan § self-d 
clauses. The object of this legislation, in dated 
the view of some supervisory authorities § polici 
is not only to protect beneficiaries from § sider 
a reduction of the benefits to be paid An 
them on the death of the insured, but 
also to protect the latter from his own § [_ 
folly. 

The situation responsible for this 
movement has been built up by two 
major influences during the past 15 
years—“get rich quick” speculation ( 
and the depression. In 1911 policy loans 
and premium notes held by the major ' 
companies having approximately 95 per , 
cent of the admitted assets of all Ameri- 


can life insurance companies amounted 
to $523,457,000, 13 per cent of their 
assets. A large proportion of these ad- 
vances was in the form of premium 
notes. 

During the boom years 1926-1929 the 
volume of policy loans and premium 
notes increased proportionately with 
the steady rise in the companies’ total 
assets. In 1929 the outstanding volume 
was $2,139,669,000, or 13.3 per cent of 
total assets, but the proportion of loans 
to premium notes had greatly increased 
and a large part of the money borrowed 
on policies was used for speculation 
securities, with the result that the 
market collapse brought tremendous 
loss to the borrowers. 


BANKING 


increasé 
LIABILITIES 
J. 
14 


Commencing with 1930 policy loans 
increased at a rather brisk rate. In 1930 
the percentage of all assets of the com- 
panies in these loans rose to 14.6, in 
1931 to 16.4 per cent, in 1932 to $3,415,- 
310,000 or 17.9 per cent, and in 1933 to 
$3,419,498,000 or 17.8 per cent. In 1934 
here was a decrease to $3,315,000,000, 
or 16.5 per cent, and in 1935 to $3,221,- 
900,000, or 15.1 per cent. The estimate 
ast December was $3,065,000,000, or 
(3.4 per cent of total assets. 

In proportion to the companies’ total 
yssets such advances are now back to 
the normal established from 1911 to 
(928. However, while much of this 
credit may reasonably be considered as 


1 hangover from the depression the | 


great bulk represents what the Illinois 
commissioner has called it—‘‘ secondary 
banking.” 

It is Mr. Palmer’s estimate that in 
the past few years not over 10 per cent 
of the policy loans granted by the life 
insurance companies were warranted. 
“Ina considerable number of cases,’’ he 
says, “the value of life insurance poli- 
cies went to margin stock speculations 
which were afterward totally lost. The 
payments on the radio or the auto- 
mobile, or some debt that probably 
should never have been incurred, or in 
any event should have been met by 
self-denial and industry, were liqui- 
dated by the cash values of many small 
policies which should have been con- 
sidered as the family’s last resource.” 

Among other practices he character- 


RESIGNS CHAIRMANSHIP 


John G. Lonsdale, chairman 
of the board of the Mercantile- 
Commerce Bank and Trust 
Company, St. Louis, has re- 
signed from his banking posi- 
tion to “‘take on added duties 
as co-trustee of the Frisco 
Railway” 


February 1937 


ized as “far from social” Mr. Palmer 
put the relief requirement of some agen- 
cies “which I am informed refused to 
grant aid until the life insurance fund 
had been exhausted. I am reliably in- 
formed that certain companies, manu- 
facturing agricultural machinery sold 
on time, required statements from farm- 
ers which provided a blank to show the 
cash value of life insurance policies and 
insisted that the farmers avail them- 
selves of such cash values in order to 
avoid foreclosure of chattel mortgages.”’ 

The insurance companies, as a gen- 
eral rule, have not been favorable to 
these loans, although they are sound as 


against liabilities and the interest re- 
ceived upon them has been an impor- 
tant factor in maintaining company 
earnings. In practice, however, the in- 
surers have no choice. Under the poli- 
cies permitted, and in some cases pre- 
scribed by law, the cash value and loan 
privilege are contractual rights acquired 
by the holders, and loans requested 
must be granted. In some cases during 
the depression these contractual rights 
of policyholders have led to consider- 
able embarrassment for the companies 
and have given occasion for their resort 


to heavy borrowings from banks and 
the R.F.C. 


YOUR LOA 
THE BUILDING 


N WILL BE GOOD IF 


BUT SUPPOSE IT Blows Up? 


Fire is Only One of the Hazards 
Your Clients 
Should Insure Against 


Are Your Clients’ Properties Protected 
Against Boiler Explosion, Windstorm, 
Damage byAutomobile or Airplane, Riot or 
Civil Commotion, as well as against Fire? 
Any one of these losses can be disastrous. 
Why not have an insurance audit of your 
clients’ buildings made? Make sure that 


they, as well as the bank, are fully pro- 
tected against all hazards. 


Your Lumbermens representative will do 
it for you promptly, thoroughly and ab- 
solutely without obligation. Just telephone 
him or mail the coupon. 


Casualty losses can be costly in many 
cases. Make sure now that all possible 
losses are covered by insurance. The divi- 
dends returned to you by Lumbermens 
will keep your clients’ insurance costs un- 
usually low. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


INSURING RISKS IN 


Other Companies Under 
the Same Management 
American Motorists Insurance Company 
National Retailers Mutual Insurance Company 


Federal Mutual Fire Insurance Company 
Glen Cove Mutual Insurance Company 


ALL CLASSES OF BUSINESS 


Lumspermens MutuatCasuatty Company 
Mutual Insurance Building, Chicago, III. 


Please mail me particulars concerning your 
| Insurance Audit for Banks. 


| Name 
Address... 


1 City 
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Ninety-Seven Cent a Year Men 


EN the wheels of the Social Se- 
curity organization began to turn, 

it meant nothing at all to Mr. Thaddeus 
Tee. He was president of a bank which, 
as an instrumentality of the United 
States, didn’t come under the Act, and 
he had therefore dismissed the matter 
from his mind, considering himself and 
the bank exempt. With a bank presi- 
dent’s usual prudence, however, he had 
set up a reserve on the books for an 
amount equal to 1 per cent of his pay- 


roll, just in case Congress should recon- 
sider the exemption. 

Secure in the belief that everything 
had been provided for, Mr. Tee was 
surprised when Mr. Addum, the general 
auditor, remarked: ‘When would you 
care to fix up those Social Security 
forms?” 

Mr. Tee frowned. “‘ What forms?” he 
asked. We’re exempt.” 

“Yes,” agreed Mr. Addum, “quite 
true, as regards the bank, but I was re- 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, December 31, 1936 
RESOURCES 


Cash on Hand and Due from 
Other Banks .. . 
United States Government Obli- 

gations, direct and/or fully 

guaranteed . . «© 
Other Securities . . . . 
Stock in Federal Reserve Bank 
Loans and Discounts 
Real Estate Mortgages . . . 
Overdrafts 


Real Estate (21 Branch Bank 


Accrued Income Receivable—Net 


Customers’ Liability Account of 
Acceptances and Letters of 


TOTAL RESOURCES . 


$178,668,855.55 


185,187,639.06 
8,669,591.65 
675,000.00 
57,608,095.89 
7,953,112.40 
6,582.49 


620,326.81 
955,974.54 


2,458,705.01 
$442,803,883.40 


LIABILITIES 


Deposits: 


Commercial, Bank and Savings $363,806,183.01 


U.S. Government. . . . 
Treasurer—State of Michigan 
Other Public Deposits . . 
Capital Account: 
Preferred Stock (Paidin) . 
Common Stock (Paidin) . 
Surplus (Paid in $5,000,000.00 
—Earned $2,500,000.00) . 
Undivided Profits (Paid in 
$2,500,000.00—Earned 


25,892,469.78 


12,720,563.12 
9,752,017.48 
412,171,233.39 


- $ 10,000,000.00 


5,000,000.00 


7,500,000.00 


$1,980,371.87) . . . 4,480,371.87 


Reserve for Common Stock Dividend No. 5, 
Payable February 1,1937 . . 


Our Liability Account of Acceptances and Letters 


TOTAL LIABILITIES 


26,980,371.87 


250,000.00 
938,049.88 


2,464,228.26 
$442,803,883.40 


United States Government Securities carried at $29,797,700.00 in the 
foregoing statement are pledged to secure public and trust deposits 
and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 


ferring to the subsidiaries—the safe de. 
posit company, our realty company and 
our printing company. They’re not 
exempt. I know how to handle the 
salary reports and the employee forms, 
but what I had reference to was your 
salary, or rather salaries, sir.” 

Tee hadn’t been in the habit of 
thinking much about the subsidiaries 
except when they lost money. He dimly 
recalled that he had entered their names 
on his income tax return, and therefore 
he must have received some income 
from them. 

“How much were my—er—salaries 
for 1936, Addum?” 

The general auditor smiled. “Three 
dollars, sir; one dollar from each— 
purely nominal, of course. Naturally the 
tax will be very small, since 1 per cent 
of $1 for the year 1937 will be one cent, 
or three cents for all three salaries— 
that is, unless we pay the salaries in 
instalments, in which case the tax would 
be payable on each pay day—” 

“ Forget it. It’s too trivial even to talk 
about,” said Tee. “Forget the salary, 
too. Better still, discontinue it alto- 
gether. Then you won’t have to fill out 
any reports or pay a tax.” 


IT COULDN’T BE DONE 


“T TOOK that up with our general coun- 
sel,”’ said Mr. Addum, “and I’m afraid 
that can’t be done. You render service 
to these three companies as president 
and they receive something of value, for 
which they have to pay value or the 
contract is void. You recall the wording 
of the contracts: ‘For the sum of $1 and 
other valuable considerations, et cet- 
era—” 

“You mean,” interrupted Tee, “that 
you’ve got to go through all that silly 
business for each company, pay a tax on 
each dollar paid by each company, 
and—”. The president glared at the 
general auditor, who stood his ground. 

“ And that,” said Mr. Addum, “‘is not 
the worst of it. You’ve got to fill out a 
Social Security card, giving your vital 
statistics—not one card for each com- 
pany, but one card for the three. Then 
you’ll get a number for future reference 
and future pension claims.” 

Mr. Addum halted abruptly. He had 
become accustomed to reeling off the 
same speech to clerks in the non-exempt 
subsidiaries, and had grown rather auto- 
matic about it. 

On his way home that evening Tee 
stopped at the postoffice. Inside, he 

(CONTINUED ON PAGE 78) 
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New York Trust 
Company 


Member of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposit Insurance Corporation 
100 BROADWAY 


40th St. & Madison Ave. Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 


At the close of business, December 31, 1936 


ASSETS LIABILITIES 
Cash on Hand, and in Fed- . 
eral Reserve and Other Deposits . $354,021,649.43 
Banks. . $64,918,687.35 Outstanding 
Exchanges, Collections and and Cer- 
Other Cash Items . . 37,955,946.10 tified 
United States Government Checks . 20,538,283.63 374,559,933.06 
Securities. . . 168,374,895.24 
Reconstruction Finance Dividend Payable a 
Corporation Notes . .  2,500,000.00 2,197 . . . 625,000.00 
Other Bonds and Securities 28,799,181.88 Federal Funds Purchased . 12.000.000.00 
Loans, Discounts and _ 
Bankers’ Acceptances 123,122,757.93 
Interest Receivable, Ac- Liabilities . .  1,836,613.59 
counts Receivable and 
Other Assets. . 2,208,966.49 Acceptances and Letters of 8.329.049.46 
Real Estate Bonds and Credit 


Mortgages. 4,971,193.23 Acceptances, etc., Sold with 


Customers’ Liability for Our Endorsement. . 4,964.86 
Acceptances and Letters 


of Credit. . 8,142,596.60 Reserve for Contingencies.  6,928,634.84 
Liability of Others on Ac- Capital . 12,500,000.00 

ceptances, etc., Sold with 

Our Endorsement — 4,964.86 Surplus . 25,000,000.00 
Equities in Real Estate . 906,041.10 Undivided 
Banking P —Equit ndivide 

ror 2,650,514.54 Profits . _2,771,549.51 40,271,549.51 


$444,555,745.32 $444,555,745.32 


United States Government obligations and other securities carried at $32,371,380.84 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


Trustees 
MALCOLM P. ALDRICH EDWARD E. LOOMIS 


New York HARRY P. DAVISON President, Lehigh Valley Railroad Co. 


ARTHUR M. ANDERSON J. P. Morgan © Company ROBERT A. LOVETT 
J. P. Morgan & Company RUSSELL H. DUNHAM Brown Brothers Harriman & Co. 


President, Hercules Powder Company HOWARD W. MAXWELL 
MORTIMER N. BUCKNER 


Chairman of the Board SAMUEL H. FISHER New York 
Litchfield, Conn. HARRY T. PETERS 
JAMES C. COLGATE 


New York 
James B. Colgate & Company ARTEMUS L. GATES 
President DEAN SAGE 
WILLIAM F. CUTLER Sage, Gray, Todd & Sims 
Vice-President F. N. HOFFSTOT 
American Brake Shoe Fdy. Co. New York 
New York 
FRANCIS B. DAVIS, JR. B. BREWSTER JENNINGS VANDERBILT WEBB 
President, United States Rubber Co. Socony-Vacuum Oil Co., Inc. Milbank, Tweed, Hope &” Webb 
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(CONTINUED FROM PAGE 76) 


waited until the line at the window 
placarded “Social Security Informa- 
tion” had diminished, and then took his 
turn before the little grating. 

“What provision,” he asked the 
clerk, “‘is made for persons who draw 
only a nominal salary? I refer specifi- 
cally to the dollar-a-year men.” 

“We have quite a few questions like 
that,” the clerk replied pleasantly. 
“You'll have to fill out a Social Security 
card and the company which pays the 
dollar a year will have to pay the tax on 
it. But you only fill out one card, no 


matter how many companies contribute 
to the salary. 

“But,” said Tee, “can’t the matter 
just be—er—overlooked? What happens 
if the dollar-a-year man is just neg- 
lected? I mean if his company neglects 
to report and he neglects to fill out a 
card?” 

“That’s out of the question,” the 
clerk continued. ‘“ You see under Section 
807-C of the Social Security Act the 
penal section—1114 of the Revenue Act 
of 1926 was made to apply, and the sub- 
ject is further covered in Treasury Reg- 
ulation No. 91. What I mean is that 
anybody who won’t pay a tax, or pro- 


LIVE STOCK 


NATIONAL BANK 
of Chicago 


UNION STOCK YARDS 


ROBERT J. DUNHAM 
Investments 
GEORGE F. EMERY 
Vice-President 
RICHARD HACKETT 
General Manager, Central 
Manufacturing District 
ORVIS T. HENKLE 
Vice-President and General 
Manager, Union Stock Yard 
& Transit Co. 


ARTHUR G. LEONARD 
President, Union Stock Yard 
& Transit Co. 


BOARD OF DIRECTORS 


FREDERICK H. PRINCE 
F. H. Prince & Co., Boston 


RESOURCES 
Cash and due from banks.............. 
United States Government Securities......................... 
State, Municipal and other marketable bonds......... 
Commercial 
Loans and 
Federal Reserve Bank stock........... 
Bank building, free and clear of encumbrance........ 
Furniture and equipment................. 
Interest earned, not collected........ 
Current receivables and other assets..................... 


LIABILITIES 


Member Federal Deposit Insurance Corporation 
ESTABLISHED 1868 


JAMES A. McDONOUGH 
Investments, Boston 


WILLIAM J. O'CONNOR 
Ass't General Manager, Union 
Stock Yard & Transit Co. 


DAVID H. REIMERS 
President 


CLYDE H. SCHRYVER 


President, Chicago Merchandise 
and Equipment Co. 


THOMAS E. WILSON 
Chairman, Board of Directors 
Wilson & Company 


7,626,860.93 
3,918,843.40 
1,500,000.00 
3,495,771.22 
60,000.00 
450,000.00 
1.00 
142,887.84 
54,424.01 


$ 30,578,463.12 


1,000,000.00 
439,079.34 
22,507.66 
28,116,876.12 


$30,578,463.12 


vide the information called for, is liab| 
to— ” 

“Yes,” interrupted Tee.“ Thank you.” 

The next day he told Addum to i. 
ahead and fix up the reports on Mi 
three salaries, and also to get a copy of 
the Social Security Act. Tee was gettin 
curious to see what happened afterhe set 
the wheels of Social Security moving. 

At home that evening he began to 
figure things out with the help of a copy 
of the Act which Addum had procured 
He was just over 50 which meant that 
if he continued to draw three $1 a year 
salaries until he was 65 the deductions 
would be about a dollar, allowing the 
Government an extra half cent in each 
of the years when it was impossible to 
make the tax come out in even figures. 

Tee sighed and turned to the financial 
page of his evening paper. Then a 
thought occurred to him, and he went 
back to the Act. Yes, the contribution 
from salaries was withheld by the pay- 
ing corporation and the net salary paid 
officers and employees. Tee experienced 
a sense of shock as the full significance 
of that requirement turned over in his 
mind. 

Henceforth there would be no dollar- 
a-year men, but only 99 cent ones. In 
fact, by 1949 they would be only 97 
centers—mark-downs, like department 
store basement goods. Another rather 
pleasant American custom was about to 
fall before the march of social progress. 

F. E. Tyne, JR. 


HEADS MANUFACTURERS 


William B. Warner, president 
of the McCall Company, is the 


new president of the National 
Association of Manufacturers. 
He was formerly president of 
the National Association of 
Publishers 
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Statement of Condition December 31, 1936 


Assets 


Cash, Due from Banks and Bankers . 
Exchanges for Clearing House . 
U. S. Government Securities . 
Demand Loans 
Time Loans and Bills Discounted . 
State and Municipal Bonds. . . 
Stocks of Federal Reserve Bank and Bank for 
International Settlements 
Other Securities and Investments 
Mortgages Owned . 
Banking Premises 
Real Estate Formerly Occupied as ; Banking Premises . 
Accrued Interest and Accounts Receivable . 
Customers’ Liability on Acceptances . 
Liability of Others on Acceptances, etc., 
Sold with Our Endorsement 


. $225,816,844.48 


59,575,789.07 
448,876,817.60 
76,987 ,807.26 
175,958,645.81 
31,084,970.87 


2,280,000.00 
16,710,948.99 
2,307,390.52 
19,822,258.48 
1,343,562.79 
3,607,820.87 
8,361,325.12 


6,438,611.05 


079,172,792.91 


Liabilities 


Capital 
Surplus Fund . 


Undivided Profits 
Contingency Fund . 


Deposits . 


Outstanding ‘and Certified Checks . 


$25,000,000.00 
- 50,000,000.00 
. 23,937,771.18 


910,920,321.14 
42,700,840.17 


$98,937,771.18 
8,200,000.00 


953,621,161.31 


1,250,000.00 


Dividend Payable January 2, 1937 . 
‘ ‘ 163,989.52 


Unearned Interest 

Reserve for Taxes, Expenses and 
Accrued Interest Payable 

Outstanding Acceptances .  13,254,899.73 
Less Amount in Portfolio : 3,981,646.85 

Acceptances, etc., Sold with Our Endorsement . 


1,288,006.97 


9,273,252.88 
6,438,611.05 
$1,079,172,792.91 


Assets carried at $2,950,347.20 have been deposited to qualify for the exercise of 
duciary powers and for other purposes. 


DIRECTORS 
SEWARD PROSSER, Chairman, Managing Committee A.A. TILNEY, Chairman of the Board 
HENRY J. COCHRAN, Vice Chairman of the Board S. SLOAN COLT, President 
STEPHEN BIRCH Joun I. DowNEY CHARLES D. HILLEs PAUL MooRE 
CorneLius N. Buss PARKER GILBERT FreD I. KENT DANIEL E. POMEROY 
WiuaML.DeBost JamesG.HarsorpD GatesW.McGARRAH HerBeERT L. PRATT 
JOHN J. RASKoB CHARLES L. TIFFANY B. A. TOMPKINS 


BANKERS TRUST COMPANY 


16 WALL STREET « NEW YORK 


FIFTH AVENUE at 44th STREET . 57th STREET at MADISON AVENUE 
LONDON OFFICE: 26 OLD BROAD STREET 


Member of the Federal Deposit Insurance Corporation 
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Fidelity-Philadelphia 
Trust Company 


Organized 1866 


Philadelphia, Pa. 


Statement of Condition, 
December 31, 1936 


RESOURCES 


Cash on Hand and in Banks 


U.S. Government Securities 
and Home Owners’ Loan 


$45,785,461.93 


19,258,238.03 


State, County and Municipal 
Securities 23,697,901.23 
22,271,256.01 
25,041,060.44 
6,151,458.18 


3,458,991.95 


Real Estate Owned 
Other Assets 


$145,664,367.77 


LIABILITIES 


Capital Stock $6,700,000.00 
15,000,000.00 
1,918,674.64 


1,045,029.64 


Surplus 
Undivided Profits 
Reserve for Contingencies . 


Reserve for Interest and 
701,051.01 


227,081.77 
120,072,530.71 


$145,664,367.77 


United States Government obligations and other securities 
carried at $18,508,238.03 in the above statement are pledged 
to secure Government, State and Municipal deposits and 
for fiduciary purposes as required by law, and to secure 
Clearing House exchanges. 


WILLIAM P. GEST 
Chairman of the Board 


HENRY G. BRENGLE 
President 


J. CALVIN WALLACE 


Treasurer 


MEMBER OF FEDERAL DEPOSIT INSURANCE CORPORATION 


Real Estate in 


ANKERS throughout the land are heeding the calj of 
public relations more and more. We read reams oj 
advice on the subject. Some authorities are of the 

opinion that it is among the most important elements in 
banking. Banks are dealing with the public; they ought to 
keep their finger on the pulse of the public. They should keep 
apace with present-day advertising methods; they should 
see that their publicity is well placed and calculated to in. 
terest their customers, now and tomorrow. 

Through their real estate the banks may possibly find 
ways in which better public relations may be built up. We 
have in mind the case of a large metropolitan savings bank. 
which has for several years past cooperated with certain 
charities by donating a vacant plot of land in a highly 
restricted and fashionable part of the city to the use of the 
charity for one or two years’ time. A small dwelling was 
erected on the property and admission was charged for the 
benefit of the charity. In the present case the dwelling was 
of the pre-fabricated variety and interest was rife as to the 
future possibilities of such construction. 


MANY INQUIRIES RESULTED 


THE general picture of the bank’s generosity in giving up 
the use of the land for charitable purposes gave rise to 
many inquiries as to why anyone should donate such a large 
plot rent free for so long a time. 

The same thing may well apply to unoccupied stores. A 
bank will make friends by donating such space to a chari- 
table organization which is about to hold a bazaar or a rum- 
mage sale. It costs the bank nothing. It may even be the 
means of showing the space to some interested tenant, who 
might otherwise have never thought of the possibilities of 
that particular store. 

The real estate departments of the banks are constantly 
in some sort of trouble with the mortgagors. The latter are 
slow to understand why they cannot let their interest dates 
slide indefinitely; they do not see any reason for the bank’s 
denying their application for a reduction in interest; they 
expect interest on their bank balance even while owing 
arrears in their own interest payments. The bank’s employ- 
ees and officers have to smooth them down with reasoning 
and diplomacy, a very difficult and distasteful job at best, 
and often an entirely unsuccessful one. 


THE MUCH BUFFETED PROPERTY OWNER 


THE lot of the average property owner has not been a 
happy one since 1929. He has seen a steady increase in va- 
cancies, with an equally steady decrease in rentals. His in- 
come has shrunk to such an extent that he has neither the 
heart nor the wherewithal to make needed repairs. He hangs 
on with all his strength, hoping for better times. 

Now, those times are almost here. Rents are increasing, 
houses are filling up. As the pay envelopes grow fatter, so will 
the landlord’s smile grow wider, and he will make his quar- 
terly visit to the bank with a feeling of ease and security, 
instead of a vague apprehension as in former years. 

And the expected boom in real estate will result in many 
economies for the banks in their real estate departments, 
which have grown by leaps and bounds, occupying space 
otherwise rentable and entailing salary lists which 
stagger the old time bankers. 

Just because we are climbing out of the slough of the 

| depression is no reason why any bank should lose sight of 
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Public Relations 


the importance of their public—and customer—relations. 
The public is always there, always a customer. Many 
things are still a mystery in the banking business. The public 
likes to read about those institutions with whom it is in close 
business relationship. The public wants to know all about the 
FD.LC. and many of them are curious about other govern- 
mental activities in the business and banking world. 

It is up to the banks to put themselves before the public 
in the very best light. And their real estate departments can 
help them in many ways—by meticulous explanation, by 
courteous attention to complaints, by satisfactory adjust- 
ments of misunderstandings. A polite and friendly letter 
from an officer of the bank often tends to straighten out 
strained relations. A talk across the desk is even better. 
An intelligent piece of advice is seldom amiss. Interest in the 
bank’s customers is never a waste of time. 

In fact, interest in one’s fellow men is only too often 
missing. It seems to be a trait in human nature that we are 
more interested in ourselves than in the person sitting across 
the table. Most of us are guilty of this. The banks always 
have been—quite unconsciously, it is true, but indubitably 
50. 
Therefore that new phase of business life known as Public 
Relations has sprung up. Hard to define, of uncertain re- 
sults, but worth while just the same. The officers of the 
bank should practice it, the staff should ever have it in 
mind. The junior officers and new account department are, 
in particular, those who should be always conscious of its 
importance, and abreast of them the real estate department, 
with its constant contact with the bank’s customers, its 
all-too-many chances of misunderstanding, and with its 
many opportunities of making friends for the institution 
which it serves. 

KENNETH 


DR. SPRAGUE PRESIDENT OF ECONOMISTS 


At its recent meeting in Chicago, the American 

Economic Association elected as its new president 

Dr. O. M. W. Sprague of Harvard University (right, 

in the picture below), who succeeds Dr. Alvin 

Johnson (left). Dr. Sprague was formerly adviser 

to the Bank of England and subsequently to the 
United States Treasury 


February 1937 


Harris Trust and 
Savings Bank 


Organized as N. W. Harris & Co. 1882 
Incorporated 1907 


HARRIS TRUST BUILDING 
CHICAGO 


Statement of Condition 
December 31, 1936 


Resources 


Cash on hand, in Federal Reserve 
Bank, and due from Banks and 
Bankers - - - 

U. S. Government Securities, at par 
and accrued interest: 
Due five years or longer- - - 
Due less than five years - - - 
Due less than five years (set aside 

under Trust Companies Act to 


protect Trust Department's Cash 
Balances) 


U. S. Treasury Bills at par - - - 
State and Municipal Securities, not 
exceeding market value: 

Due five years or longer - - - 
Due less than five years - - 
Other Bonds and Investments, not 

exceeding market value: 
Due five years or longer - - - 
Due less than five years - - - 
Demand Loans - - - 
Time Loans and Bills Discounted - 
Illinois State and Municipal Securi- 
ties, not exceeding market value, 
deposited under Trust Compa- 
Federal Reserve Bank Stock - - 
Customers’ Liability on Accept- 
ances and Letters of Credit - - 1,492,317.35 


Total - - $239,993,459.19 


$ 64,650,750.55 


7,296,186.22 
35,161,805.83 
10,461,556.98 


16,860,000.00 


7,141,174.19 
27,883,231.74 


9,290,373.27 
15,381 ,622.87 
4,491,771.58 
38,992 ,668.61 


500,000.00 
390,000.00 


Liabilities 
Capital - - - $ 6,000,000.00 


Surplus - - 
Undivided Profits 
Reserve for Taxes, 
Interest, etc. - 
Acceptances and 
Letters of 
Credit - - - 
Trust Depart- 
ment’s Cash 
Balances - - 
Demand Deposits $184,828,473.08 
Time Deposits - 24,491,636.81 209,320,109.89 


Total - - $239,993,459.19 


7,000,000.00 
2,974,919.15 $ 15,974,919.15 
3,057,767.62 


1,492,317.35 


10,148,345.18 


Member Federal Deposit Insurance Corporation 
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Life Insurance Policies as Collateral 


greenies the past few years many bank loans secured by insurance policies interest in the policy other than in the 
individuals have found it necessary have demonstrated the need fora more death benefits. Under a proper form of 
to borrow money on their life insurance comprehensive knowledge on the part assignment, however, the bank obtains 
policies. Although some have gone di- of the average banker of the proper additionally the right to receive divi- ; binding 
rect to the insurance companies for method of handling insurance loans. dends, to borrow against the policy to ible at th 
loans, others have turned to their re- In accepting policies as collateral pay premiums, to surrender the policy If ther 
spective banks for this service. Also, some banks have adopted the procedure for its cash surrender value (in the event amed at 
banks have found it necessary to take of having themselves named as bene- of a default in the bank’s loan) and to ent of al 
insurance policies as additional collat- ficiary while others prefer to take assign- receive any disability benefits which the assig’ 
eral to bolster deficit loans. The numer- ments of the policies instead. The writer may become due on the policy. It is im- ary tro 
ous insurance questions that have arisen prefers the latter practice. As beneficiary portant to examine the assignment form ingent 
because of the increase in the volume of of the policy a bank obviously has no to ascertain that all of the above rights diminate 
are accorded therein to the bank. cepting t 
Where there is a named beneficiary, Many 
other than the estate of the insured, it § iciary st 
is recommended that the consent of ifter con 
this beneficiary to the assignment be policy, 4 
procured. This is accomplished by hay- frequent 
ing the beneficiary join in the execution J contest! 
of the assignment. Such consent is neces- the ben 
sary because many courts have held § sonoft 
that if a beneficiary has not joined in the ; releas 
assignment, all that the assignee has other c 
procured for himself are the benefits of well res 
the policy during the lifetime of the in- kasing 
sured, and that upon the death of the entirely 
insured the beneficiary takes the full benefic! 


proceeds of the policy free and clear of compla 
any claim of the assignee. mendec 


If the beneficiary is a minor, it is im- the ber 
portant that a change be effected in the ment, 
beneficiary so that either an adult or the into be 
insured’s estate be named instead, since insurec 
Bank and Trust Company dates far back to a minor has no legal capacity to execute should 


benefic 
the chartering of the St. Louis Building and ” 
Savings Association on February 14, 1857 
... eighty years ago this month. 


The history of the Mercantile-Commerce 


REPRESENTS 2D DISTRICT 


Winthrop W. Aldrich (below) 

chairman of the board of the 

i Chase National Bank, has been 
Since the founding of our first ancestor, this 
bank and its predecessor institutions have Council. He succeeds James H. 


Perkins, chairman, National 
ever striven to render helpful, dependable City Bank, New York 


service to customers and correspondents. 


Today, more than ever, with extensive con- 
tacts, with every banking facility and the 
cumulative experience of eighty eventful 
years, Mercantile-Commerce pledges de- 


pendable service in all the years to come. 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth~ St. Charles 
St. Louis 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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By RALPH H. MACKINNON 


Department, Manufacturers 
Trust Company, New York 


, binding contract and since it is void- 
ible at the minor’s option. 

If there are contingent beneficiaries 

med anywhere in the policy, the con- 
ent of all of them should be obtained to 
ihe assignment, and, to avoid unneces- 
ary trouble in this connection, con- 
ingent beneficiaries should be first 
jiminated from the policy before ac- 
epting the assignment. 

Many courts have ruled that a bene- 
icary stands in the position of a surety 
iter consenting to the assignment of the 
wlicy, and the rules of suretyship have 
frequently been applied in cases where a 
wntest has arisen between the bank and 
he beneficiary. For example, an exten- 
jon of time given to the bank’s debtor, 
, release of a co-maker or a release of 
other collateral held by the bank may 
well result under some decisions in re- 
lasing the proceeds of the policy either 
entirely or to the extent by which the 
beneficiary has been injured by the act 
complained of. It is therefore recom- 
mended that in addition to obtaining 
the beneficiary’s consent to the assign- 
ment, a special agreement be entered 
into between the bank, the debtor (the 
insured) and the beneficiary which 
should provide for the consent of the 
beneficiary to the various transactions 


HEADS TRADE BOARD 


Kenneth S. Templeton has 

been elected president of the 

Chicago Board of Trade. An 

exchange member since 1911, 

he is a member of the firm of 
J. S. Templeton’s Sons 


WIDE WORLD 


and events usually attending bank loans. 

Too much emphasis cannot be placed 
upon the importance of examining the 
insurance policy itself for special fea- 
tures which may seriously affect the 
bank’s rights. For example, a policy may 
provide that upon the death of the in- 
sured the proceeds of the policy shall be 
payable in monthly instalments over a 
long period of years. This provision 
should be eliminated before the assign- 
ment of the policy is taken. Then again 
a policy may contain what is known as 
an automatic premium loan clause un- 
der the terms of which the insurance 
company is obliged to make a loan 


automatically against the cash value of 
the policy in the event the insured fails 
to pay the premium. Such a clause often 
results in eating up all the cash value of 
the policy without any knowledge 
thereof on the part of the bank. 

The insurance policies will indicate 
the necessary procedure for the filing of 
the assignments with the insurance 
companies. The policies usually provide 
that assignments are to be executed in 
duplicate and that both duplicate and 
original be forwarded to the insurance 
company, which retains the original and 
returns the duplicate with its acknowl- 
edgement of receipt. 


THE 
NATIONAL CITY BANK 


OF CLEVELAND 


{18453 


D's ons? 


STATEMENT OF CONDITION DECEMBER 31, 1936 


RESOURCES 


Cash and Due from Banks . 


United States Government Obligations 


(Direct and Fully Guaranteed) 
Unpledged 


Pledged to Secure Trust Funds and Pub- 


lic Funds . . 


$47,716,564.58 


$38,422,980.02 


12,311,222.50 50,734,202.52 


Other Securities (of efit 38, 185, 284. 28 


matures within two years) 


Capital Stock of The National City Building Compan 


Real Estate Owned . 
Loans and Discounts 
Accrued Interest . 


Customers’ Liability on aid Credit . 


Other Assets 


20,861,694.70 
2,250,000.00 
139,438.65 
33,995,420.58 
469,265.30 
3,553,953.98 
129,650.50 
$159,850,190.81 


LIABILITIES 


Capital Stock — Common . 
Surplus 

Undivided Profits 
Reserve for Contingencies 


Reserve for Interest and Other 
Deferred Credits and Other Liabilities . 


Acceptances and Letters of Credit . 
Less Amount in Portfolio . 

Trust Funds and Public Funds . 
Other Demand and Time Deposits 


MEMBER FEDERAL DEPOSIT 


$7,500,000.00 

3,000,000.00 
886,012.23 $11,386,012.23 
1,876,965.52 
63,219.44 
130,856.14 


$4,420,953.98 
867,000.00 
$11,888,380.64 
130,950,802.86 142,839,183.50 
$159,850,190.81 


3,553,953.98 


INSURANCE CORPORATION 
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ILLIAM R. WHITE, New York 

State Superintendent of Banks, in 
his annual report to the legislature 
called attention to the problem faced 
by banking institutions in maintaining 
earning power. 

Cash and investments of banks and 
trust companies in the state, he said, in- 
creased nearly four times as much as 
loans and discounts for the year ended 
September 30. 

“Hence it is apparent,” Superin- 


The Bond Account 


tendent White continued, “that, for the 
time being at least, only a small portion 
of the large amount of new funds avail- 
able for investment can be employed in 
a field which in the past has been a 
major source of income. Bankers are 
therefore compelled to fall back upon 
their bond portfolios for earnings and 
are also turning their attention to the 
comparatively new fields of service 
charges and personal loans. 

“The bond account in most com- 


SECURE 


You, too, can feel secure against 
the hazards that threaten your 
property if your protection is in a 
Fireman’s Fund Company. Assets 
39 millions... policyholders’ sur- 
plus 23millions...73 years without 
a default...these and other factors 
of strength, permanence and stability 


make every premium you pay 


Fireman’s Fund an investment in 


certainty. Over 11,000 Agents. 


New York Chicago - 
Fire Automobile Marine 


DEPENDABLE 
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iremans Fund Insurance Company ~ Oceidental Insurance Company 
Home Fire & Marine /nsurance Compan 


Firemans Fund Indemnity Company ~ Occidental 
SAN FRANCISCO”: 


Boston - Atlanta 
Casualty Fidelity Surety 


SINCE 1863 
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mercial banks and trust companies now 
represents the chief source of operating 
income. However, while most high. 
grade bonds are selling at a premium, jt 
is gratifying to note that the bankers of 
this state are refusing to lower the 
quality of their investments in order to 


THREE 
m: 
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increase earnings.” A“SI 

The department’s records showed scretar 
Mr. White said, that on the average compile 
well over 80 per cent of securities held alls - 
were United States Governments, mu- bgislatt 
nicipals and bonds in the first four banks 
grades. These holdings, for the most @ ™P* 
part, were well diversified, Government walyze 
bonds being the only class representing il each 
more than 20 per cent of all securities § the J 
held. 

“Tt is on the question of timing ma- sudy ¢ 
turities that the greatest differences of bards. 
opinion occur,” the report asserted, 
“Better returns can, of course, be de- he Sec 
rived from long term bonds than from mt 
those due within 10 years. If the rates —_ 
rise, however, market losses could easily vn 
exceed the added income from the § “U™ 
higher yields. With authorities of equal § ™ | 
prominence in disagreement about the a 
probable duration of low rates, bankers 
face a difficult problem in charting their isl 


investment program. In our opinion 
none of them can be accused of undue 
conservatism who maintain a substan- 
tial amount of short term issues in their 
portfolios.” 
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Frank J. Wilson (below) has had b 

been appointed by Secretary their 

Morgenthau to head the Th 

United States Secret Service, for in 
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cCALENDAR—Continued from Page 49 


¢ Zimmerman, president, First National Bank of Hunting- 

‘on Huntingdon, Pennsylvania; and D. J. Needham, 

seneral Counsel, American Bankers Association, secretary. 
STATE LEGISLATIVE STUDIES 


THREE important studies dealing with current state legis- 
tive matters have recently been issued by the State Secre- 
aries Section and the Legal Department of the American 
jankers Association. 

A “Survey of Public Depository Laws” for use of state 
geretaries and state association legislative committees, 
ompiled by the Department and issued by the Section, 
alls attention to the probable necessity in many states for 
ygislative action to amend public depository laws, since 
ianks under Federal jurisdictions will soon be prohibited 
som paying interest on public demand deposits. The survey 
malyzes the situation in each state. Copies are available at 
each from Frank W. Simmonds, Secretary of the Section, 
it the Association’s headquarters in New York. 

“State Secretaries Section Bulletin No. 13” presents a 
dudy of the Uniform Trust Receipts Act and state banking 
ards. The material was gathered by C. C. Wattam, secre- 
ary, North Dakota Bankers Association, as Chairman of 
he Section’s Committee on State Legislation, and has been 
ent to all state secretaries at the direction of Theodore P. 
Cramer, Jr., President of the Section. 

“State Secretaries Section Bulletin No. 14” presents the 
returns of the same Committee’s recent legislative question- 
mire as summarized by W. Gordon Brown, executive 
manager, New York State Bankers Association. This bulle- 
tin deals with the manner in which the various state asso- 
dations present to legislative committees information on 
kgislation affecting banks and also arguments pro and con 
on measures attempting to regulate or prohibit service, float, 
or exchange charges. 


300,000 COPIES 


THE “Statement of Principles of Commercial Banking”, 
prepared by the Bank Management Commission, American 
Bankers Association, continues to enjoy a brisk circulation. 
Approximately 300,000 copies, up to the present time, 
had been ordered by banking institutions for distribution to 
their customers and friends. 

The Statement has been widely commended as a means 
for increasing the public’s understanding of the services and 
responsibilities of the commercial bank. 


HOUSING ACT QUESTIONNAIRE 


10 ascertain sentiment of bankers regarding continuation 
of Title I of the National Housing Act, which is due to expire 
April 1, the Committee on Banking Studies of the American 
Bankers Association has sent out a questionnaire to insti- 
tutions which have operated extensively under the Act, it is 
umounced by Wood Netherland, Chairman of the Com- 
mittee. 

The questionnaire is being distributed through city clear- 
ighouse associations throughout the country, comprising 
about 1,800 member banks. 

The attitude of bankers who have had experience with 


Title I loans will be a determining factor in framing new | 


kgislation or extending the present law, Mr. Netherland 

tates. The law provides for the insurance of lenders against 

up to 10 per cent of their aggregate of such loans made 

for the modernization or repair of homes up to $2,000, or 
iness properties up to $50,000. 


February 1937 


Comprehensive and Flexible 


INVESTMENT SERVICE 


FOR BANKS 


Here are the outstanding features of our 
Investment Advisory Service for Banks: 


1. 


Weekly Review of Investment 
Market, covering approximately 2,200 
listed bond issues. This takes in current 
market price and yield, market range 
for several years, and the basic statis- 
tical data from which appraisals are 
made. 


Monthly Review, covering unlisted 
bonds that are actively traded. 


- Semi-annual Corporate Analyses, 


consisting of condensed tabulations of 
balance sheet and income statements, 
including ratios and other statistical 
data that are of value in bond analysis. 


Portfolio Analysis—This is one of 
the most attractive features of our ser- 
vice, and is extensively used by corre- 
spondents. 


Advice on Specific Investment 
Problems—tThe extensive facilities 
of our Investment Advisory Division 
are available at all times for advice on 
specific questions and on problems of 
general policy. 


This complete service is available to finan- 
cial institutions throughout the United 
States, without charge. 


MANUFACTURERS 


Member New York Clearing House Association 


TRUST COMPANY 


PRINCIPAL OFFICE 
55 BROAD STREET, NEW YORK 


Member Federal Reserve System 


. Member Federal Deposit Insurance Corporation 
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All the Associated Lumber Mutuals 
had a very successful year in 1936 


ASSOCIATED LUMBER MUTUALS 


Lumber Mutual Fire Insurance Co. 
Boston, Mass 


Lumbermens Mutual Insurance Co. 


Mansfield, Ohio 


Pennsylvania Lumbermens Mutual Fire Ins. Co. 


Philadelphia, Pa 


Indiana Lumbermens Mutual Insurance Co. 
Indianapolis, Ind 


Northwestern Mutual Fire Association 
Seattle, Washington 


MEMBERS OF THE AMERICAN MUTUAL ALLIANCE 


COMBINED ASSETS 
$23,353,943.41 


COMBINED SURPLUS 


$11,918,035.22 
MUTUALS> 


Detailed statement of each or all of the companies sent upon request 


In a minute and a half! 


THINGS happen fast today. One cannot afford to be 
just a little too late. 

So business men turn to the telephone to reach as- 
sociates across the street or across the continent. So 
fast is “Long Distance” today that connections are made 
(on the average) in one and one half minutes. 

Its speed, convenience and dependability are what 
make the telephone so helpful to so many people. 


BELL TELEPHONE SYSTEM 


The Bank 
Down the Street 


We. have come to realize the true 
value of deposit analysis, consery. 
ative loan and investment policies, ade. 
quate reserves, deposit insurance, ete, 
as prime factors in the safe and sane 
management of a bank. While it is also 
true that a bank is only as strong as the 
number of its satisfied customers, to 
maintain good will just how far should 
the average bank extend itself in serving 
the public? When it cannot offer a de- 
sired service should it follow the policy 
of recommending its competitors who 
handle such business? 


LOAN CLERK’S DILEMMA 


SUPPOSE a loan clerk must decline a 
small personal loan to a customer who 
has in the past maintained profitable 
accounts with his institution. In doing 
so the bank employee is fully aware that 
while his bank does not conduct a small 
loan department, a neighborhood bank 
has one and would be only too glad to 
take care of this depositor. Should the 
clerk send the customer to this bank, 
knowing that his other accounts would 
probably follow, since it is only natural 
that he would want to improve his posi- 
tion as borrower by giving the bank his 
other business? Or would it be to the 
best interest of the clerk’s bank to de- 
cline in the “approved and proper 
manner”, and let it go at that? 


ONLY ONE COURSE OPEN 


IT would seem that the only course 
left open would be to advertise our com- 
petitors, as it were, since the result is 
inevitable. The fact that we are very 
courteous in refusing the loan does not 
remove the customer’s need for it. As 
soon as he leaves our doors he will im- 
mediately be contemplating other pos- 
sible sources, and sooner or later some 
friend will suggest another bank. Our 
best possible chance of retaining his 
good will, and possibly some of his fu- 
ture business, would be to send him 
away with the thought that while we 
could not serve him, we took care of his 
needs by recommending someone who 
could. 

Let us then supplement that “How 
and where to say no”, with “But ! 
know how and where”. 

Harry C. J. BLaR 
The Beneficial Saving Fund Society of 
Philadelphia. 
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Confidence, 


Understanding 


NEWSPAPER editor in the South 
A observes that whereas formerly the 
thief public relations problem of the 
ianks in his community was to main- 
ain confidence in their safety, today it 
to maintain confidence in their 
ervice. 

The people, he says, no longer doubt 
hat the banks are safe; they have the 
jullest trust in their security. Nobody is 
ifraid of losing a dollar of deposits 
through the failure of any bank. Gov- 
enment guaranty of deposits has 
tanished that fear. 

But, this editor feels, the strict regu- 
tions of banks are tending to under- 
mine the confidence of people in the 
desire or ability of banks to render 
maximum service to depositors and the 
public. 

Under these regulations the banks 
of his city are not permitted to pay 
more than 234 per cent interest on 
time deposits; they are actually paying 
| to 2 per cent. The combined city and 
county tax on bank deposits is 1.75. 
This creates a real problem for the bank 
that is anxious to keep the confidence of 
depositors in its willingness and ability 
to serve them. 

“Our banks,” says this newspaper 
executive, “will soon be required to 
charge all depositors with the whole ex- 
pense of handling their accounts. This, 
it seems to me, will make it increasingly 
difficult for the banks to retain the good 
will of their depositors.” 


THE PUBLIC’S FRIENDSHIP 


IN another editor’s opinion the chief 
public relations problem of the banks is 
to get closer to the public. 

“For too long,”’ he says, “the average 

person has leaned toward the idea that 
the bank is a depository for his funds, 
that the bank’s business was confined to 
individuals of large financial means, and 
that it did not care to be bothered with 
small loans. 
“Although those closer to the true 
situation know that this was never true, 
the future of the small loans campaign 
will depend to a large extent on the 
breaking down of these impressions. 

“In getting closer to the public the 
bank may well take a tip from other 
lines of business where efforts to please 
ae often put ahead of the immediate 
sales prospect.” 
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THE NORTHERN TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS e CHICAGO 


STATEMENT OF CONDITION 


At the close of business, December 31, 1936 
RESOURCES 


Demand Loans (Secured by Collateral) 
Time Loans (Secured by Collateral) 
Other Loans and Discounts 


U. S. Government Securities 
(Including $11,628,358.84 pledged to secure deposits of U. S. Govt. 
and other Public monies) 


Other Bonds and Securities 
cys | $632,337.28 deposited with State Authorities under 
rust Act 


Federal Reserve Bank Stock 

Bank Premises 

Customers’ Liability Account Letters of Credit and 
Acceptances 

Other Resources 


7,486,957.11 
8,933,734.19 
17,883,755.33 
137,442,977.50 


63,376,551.91 


270,000.00 
1,400,000.00 


924,319.87 
503,014.83 
117,479,897.35 


$355,701,208.09 


Capital Stock. 

Surplus Fund 

Undivided Profits 

Reserve for Taxes, Interest, etc 

Dividend Payable January 2, 1937 

Letters of Credit and Acceptances Outstanding.... 


3,000,000.00 
6,000,000.00 
3,432,180.71 
8,000,458.50 

135,000.00 
1,029,809.05 

104,579.33 


$263,985,258.50 
70,013,922.00 333,999,180.50 


$355,701,208.09 


Member Federal Deposit Insurance Corporation 


CANADIAN PACIFIC EXPRESS COMPANY 
TRAVELLERS CHEQUES PAYABLE IN 
UNITED STATES DOLLARS ARE REDEEM- 
ABLE AT PAR BY THE NATIONAL CITY 
BANK OF NEW YORK, NEW YORK. 


CANADIAN PACIFIC 
EXPRESS COMPANY 


(Owned by Canadian Pacific Railway Company) 
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Effective Bank Advertising 


HE bank officer and his visitor were rival, “but I thought you’d like to A southern bank has found that ad- 
discussing bank advertising. know about those blotters—you know, vertisements explaining the necessity 
“What,” asked the caller, “has been the ones with the copy about home fi- for credit information have been par- 
the most effective idea you’ve used dur- nancing. The mortgage department ticularly effective. Getting borrowers 
ing the past month?” sent out 10,000 of them toa selected list to furnish adequate credit data it 
“Well, I should say,” replied the of home owners, and so far this morning holds, calls for all the ingenuity and 
banker, “that—”’. we've had five applications for mort- tact a banker can muster, if he is not to 
He was interrupted by a young man_ gages. I think that idea was O.K.” ruffle a customer or appear to reflect 
whose eager entry from the outer office “Yes,” agreed the banker, “appar- on the applicant’s credit standing, 
suggested that he bore important tid- ently it was.” Smiling, he turned to his _ Accordingly, the bank believed that 
ings. guest: “Does that answer your ques- the best method was to explain the 
“Excuse me, Mr. B.,” said the ar- tion?” need for this information in terms of 
advantages to the borrower. Its ad. 
vertisement pointed out that guesswork 
was eliminated when the bank had all 
the facts; that full information assured 
fair consideration of loans and removed 
the possibility of hasty judgments and 
preconceived opinions; that the bor- 
rower’s credit was protected against 
hearsay information and rumors; and 
that by giving full facts directly to the 


GENERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 


foreign made automotive vehicles. 
The business consists of invest- 


sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE: appliances for refrig- 
eration and air conditioning; 


ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 


bank the borrower could assure an ac- 
curate presentation of his case. 
Personal loan advertisements have 
been bringing results. A western bank 
carries an ad on this service in the classi- 
fied pages of the local newspapers. 


sien & lees to banks This method has been successful, the 


GENERAL and institutions, in bank reports, because the copy men- 
MOTORS convenient maturities tions the rate of interest and because 


BEDFORD, VAUX INSTALMENT and denominations at the advertisement appears in a Spot 

HALL, OPEL, BLITZ— PLAN current discount rates. where it will be found by people needing 
money. 


These NOTES are available, in limited amounts, upon request. 


DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


IN U. S. STEEL POST 


E. M. Voorhees, vice-president 
and director of Johns-Manville 
Corp., has been named vice- 
chairman of U. S. Steel’s 
finance committee, effective 


Correspondent 
Headquarters 


ATLANTA 


ATLANTA, GEORGIA 


| April 1 
me 
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SBS 


GROUP 


(STOCK COMPANIES) 
These Companies write practically all forms of Insurance, except Life 
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MAN AGERS of personal loan de- 
partments have all probably had 
the experience of a small percentage of 
their loans becoming somewhat slow. 
Although such paper still is perfectly 
good, payments are always delinquent, 
entailing a great deal of the clerks’, as 
well as the officers’ time, in the form of 
letters and ’phone calls. 

A system of handling these loans, 
which has been found to be expedient, is 
to put them all on a weekly basis. Or- 


Prompting Forgetful Borrowers 


dinarily most of the personal loan bor- 
rowers receive their pay weekly, with 
perhaps a small number, mainly white 
collar workers, being paid semi-monthly. 
It is manifestly much easier, as well as 
quicker, to follow loans on a weekly 
basis, than on a monthly payment plan. 
It is true that weekly payments require 
more postings as the payments are 
made, but it avoids congestion at the 
windows on definite dates during the 
month. The ledger cards are filed on the 


Bank of America 


TRUSTS 
SAVINGS 


A CALIFORNIA §S 


NATIONAL 


ASSOCIATION 


TATEWIDE BANK 


Condensed Statement of Condition December 31, 1936 


RESOURCES 


Cash in Vault and in 

Federal Reserve Bank 
Due from Banks. . ... 
Securities of the United States 


Government and Federal Agencies . 
State, County and Municipal Bonds . 


Other Bonds and Securities . 
Stock in Federal Reserve Bank 
Loans and Discounts . 


Accrued Interest and Accounts Receivable 


$ 123,668.797.23 
80,502.914.32 


466,407,933.35 
98,265,616.43 
58,631,432.36 
2,505,000.00 
532,076,965.74 
4,124,729.85 


Bank Premises, Furniture, Fixtures an 


Safe Deposit Vaults .. 
Other Real Estate Owned . 


Customers’ Liability on Account of 
Letters of Credit, Acceptances and 


Endorsed Bills ..... 
Other Resources ..... 


TOTAL RESOURCES 


Capital .. 
Surplus .... 
Undivided Profits . 
Reserves . 


Liability for Letters of Credit and as _ 


Acceptor, Endorser or Maker 


Acceptances and Foreign Bills . 


DEPOSITS: 
Commercial 
Savings . . 


LIABILITIES 


34, 759,618.21 
5,592,407.61 


22,663,941.25 
1,137,844.21 


$1.430,337,200.56 


$ 50,000,000.00 
34,100,000.00 
20,924,112.28 
3,115,065.23 


on 
23,221,264.42 


$464,042,934.42 
834,933,824.21 


TOTAL LIABILITIES 


1,298,976.758.63 
$1,430,337.200.56 


This statement includes the figures of the London, England, bank- 
ing office of Bank of America, N. T.& S.A 


. A., and does not include 


the nine banking offices of the Bank of America (a California State 
Bank) under the same management. 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 


SAN FRANCISCO 


STATEWIDE 
475 Branches Serving All California 


LOS ANGELES 
660 SO. SPRING ST. 


FEDERAL DEPOSIT 
INSURANCE CORP. 


payment days of the week, Monda 

Tuesday, etc., and, as delinquencies in. 
cur, the cards are transferred to the 
past-due file. This brings the accounts 
to the attention of the officer in charge 
the day following. 

Experience has taught us that when 
a default occurs upon a monthly note 
the borrower requests time to pay up 
his arrears. This results in the loan being 
two or even three months slow by the 
time it is referred to the manager, un- 
less delinquencies are promptly te. 
ported. 

How shall such loans be put on a 
weekly basis? This is merely a matter of 
educating the borrowers to do so. For 
instance, a borrower requests that in- 
asmuch as he is paid only once a month 
he would like to make his payments 
monthly. He is told that his request can 
be granted, but that he must make his 
first payment three weeks in advance. 
He then continues to make all subse- 
quent payments at monthly intervals, 
in advance. 

The co-makers, or the surety upon 
the note, also wish to be apprised of the 
fact that payments are becoming slow. 
At times it is rather difficult to withhold 
information from the endorsers and, at 
the same time, give the borrower an ex- 
tension of time to make good his arrears. 


EFFECT OF THREE WEEKS” 


THREE weeks has a certain psycho- 
logical effect upon the debtor; it seems 
to him more than one month; in other 
words, he is three payments behind, not 
one. If, at the end of that time, it has 
been found that little effort has been 
made to pay, a form notice is sent to the 
endorsers. This usually makes pay- 
ments more punctual. 

The payments are receipted upon a 
ledger card which is kept in a central 
file. The reverse side of this card is used 
for collection notations, such as: form 
notices, letters sent, calls made, judg- 
ments, duplication of loans in other 
banks, etc. 

If the loan has proved too trouble- 
some, the bank will attach a symbol 
in the form of a rubber stamp on both 
the face of the ledger card and to the 
borrower’s application. This will serve 
as a beacon to use extreme caution, 
should an application be offered the 
banker containing the same name, at 
some subsequent date. 

E. JOHNSON 
Assistant Comptroller, 
Bank of Rockville Center Trust Co. 
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The 
Cleveland 


Crust Company 


Located at Euclid Avenue and East Ninth Street and in 
Community Centers throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1936 
Banking executives stop at the . 


Hotel Washington BECAUSE . . . 


Assets 
ar a Beard is Cash on Hand and in Banks $111,080,589.00 
U.S. T, United States Government obligations, di- 
me the — — rect and fully guaranteed 91,454,733.87 
State, Municipal and Other Bonds and In- 
block vestments, including Stock in Federal 
from our door Reserve Bank, less Reserves 13,412,188.87 
. Loans, Discounts and Advances, less 
Federal Land Bank > ’ 
blocks distant Reserves 142,807,763.19 
Banking Premises 


Other Real Estate, less Reserves .... Byrn or 
HOTEL WASHINGTON 


Interest and Earnings Accrued and Other 
15th Street & Pennsylvania Avenue 


. Resources 2,669,086.28 
Opposite the United States Treasury and Customers’ Liability on Acceptances and 
Dept. of Commerce, overlooking 


White House end Parks. Letters of Credit Executed by this Bank 291,262.90 


WASHINGTON, D. C. 
FLOYD E. RUSH, Manager 


Total ..... . $380,070,329.97 
Liabilities 


Capital Notes .... $ 15,000,000.00 
(Subordinated to Deposits and Other Liabilities) 


Capital Stock .... 13,800,000.00 
Surplus and Undivided 


Profits 3,191,535.03 


$31,991,535:03 
Reserve for Contingencies 600,000.00 
Reserve for Taxes, Interest, etc 1,599,406.01 
DEPOSITS 


Demand $154,833,242.42 
Time 165,273,359.54 
Estates Trust Depart- 
ment (Preferred). . 17,072,386.53 
@ Policyholders of Employers Corp 66 
Mutuals deal with direct represent- partment (Preferred) 6,837,966.10 
atives of the Employers Mutual = 
organization. Responsibility is un- 
agg Other Liabilities 
Acceptances and Letters of Credit Executed 
—_ contact with policyhold- for Customers 291,262.90 
ers helps Employers Mutuals to nA 
maintain their fine record of serv- Total $380,070.329.97 
Compensation, Public Liability, 
Automobile and other allied forms 
of Insurance. 


$344,016,954.59 
1,571,171.44 


MEMBER FEDERAL RESERVE SYSTEM 


MEMBER CLEVELAND CLEARING HOUSE ASSOCIATION 
Branch offices in the principal 


cities of the Middle West. Con- Member Federal Deposit Insurance Corporation 
sult your Telephone Directory 
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How to Sell Real Estate 


OW can a bank retrieve its invest- 
ments represented by foreclosed 
real estate? 

“Sell,” is the obvious answer. 
Looking over our Westchester hold- 
ings last Spring, we found we had 90 
homes, leased under terms providing for 
the tenant to vacate in the event of sale, 
which were unoccupied or about to be 
unoccupied. We selected these homes 
for a test campaign, decided to prove 
definitely to ourselves whether there 


really was a market for high grade 
property of this type in the New York 
metropolitan district. Many real estate 
authorities said there was not. But we 
were willing to spend a fair amount of 
money to find out. 

Each selling price determined upon 
was the result of a market as well as 
an investment viewpoint. Some homes 
were priced slightly below our equity, 
some slightly above. But in all cases we 
could go to the prospective buyers, tell 


FIDELITY UNION 
TRUST COMPANY 


NEWARK EAST ORANGE 
NEW JERSEY 


Condensed Statement of Condition 
as at the close of Business, December 31, 1936 


ASSETS 


Cash and Due From Banks 


U.S. Gov’t Obligations (Direct or Fully Guaranteed) 
State, County and Municipal Securities 


Other Securities 

Loans and Discounts . 
Bonds and Mortgages . 
Banking Houses . . . 
Other Real Estate Owned . 


Customers’ Liability—Account of Acceptances 


Accrued Interest Receivable 
Other Assets . 


- $33,655,054.54 
50,059,867.45 
10,584,615.56 
10,164,081.31 
41,157,755.14 
10,432,303.76 
2,833,979.57 
5,899,389.54 
313,055.71 
437,899.29 
21,818.15 


$165,559,820.02 


LIABILITIES 


Capital Funds: 
Preferred Stock . 
Common Stock . 
Surplus. . 
Undivided Profit 


Reserve for Dividends 


Reserve for Contingencies, Etc. 


Deposits 
Acceptances Outstanding . 
Accrued Interest Payable . 
Other Liabilities 


1,938,768.01 
$15,438,768.01 
319,199.62 
1,288,491.54 
148,086,054.46 
313,055.71 
110,215.92 
4,034.76 


$165,559,820.02 


your city to the Newark territory, give them a let- 


When corporations and individuals move from 


ter of introduction to New Jersey’s largest bank 


Member Federal Reserve System and Federal Deposit Insurance Corporation 


By ROBERT W. SPARKS 


Vice-president, Bowery Savings Ba 
New York 


them these homes were selling at 
“bottom-of-depression prices” and give 
them facts and figures to prove it. 

Our first field, naturally, comprised 
tenants in homes we planned to sell, 
We knew these tenants liked the homes 
otherwise they would not be living ts 
them. We regarded them as our first 
list of sales prospects. 

Each tenant received a letter telling 
him that we planned to sell his home, 
that we wanted to give him a chance to 
buy it at a bargain price before we 
listed it with brokers, that he could 
finance purchase on terms slightly in 
excess of his monthly rent. Before a 
single line of newspaper advertising 
appeared, we sold 17 homes for $205,250 
to tenants or to persons directly or in- 
directly contacted through tenants. 


BROKER CAMPAIGN 


NEXT we sold real estate brokers on 
the bargain theme. Three leading West- 
chester brokers were appointed as our 
sales representatives. Each was given a 
section of the county as his sales terri- 
tory. The three representatives, in 
turn, endeavored to line up all other 
brokers in the county to work with 
them. Representatives and_ brokers 
were promised the recognized 5 per cent 
commissions on sales made directly by 
them and, in addition, a representative 
was guaranteed 214 per cent when a 
broker working under him made a sale. 

By direct mail and by personal solici- 
tation, the three representatives made 
an intensive and successful effort to 
convince other brokers that this sales 
campaign was not going to be just an 
ordinary effort. A steady barrage of 
stimulation letters, dealer helps, home 
photographs, prospect booklets, listing 
sheets, suggested form letters for pros- 
pects and window display suggestions 
went to every broker long before the first 
newspaper advertisement appeared and 
after advertising ceased. The result 
was that no broker was allowed to forget 
the sales campaign. He had tangible 
proof, almost daily, that we were offer- 
ing homes at “bottom-of-depression 
prices.” 

Our first advertisement appeared in 
the New York Times, the New York 
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rovide 


“The mouse that hath but one 
hole is quickly taken.” In 
other words you must protect 
ourself from every angle. 
some is protection. It 
will indemnify you for losses 
due to many hazards. Fire 
is the worst of these because 
it is most prevalent. How- 
ever, windstorms too, do a 
tremendous amount of dam- 
age -- damage that may mean 
the difference between profit 
andlossto you. You'd better 
let our agent analyze your 
insurance problem. Write. 


SINCE 1854 


THE PHOENIX 


INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Cash Capital, - - - $6,000,000.00 
Surplus to Policyholders, $30,839,324.64 


More Shan 


More than four million 
individual record cards are 
on file in this office. No 
card is more than five years 
old. These cards are used to 
tabulate the statistics that 
guide the underwriting pol- 
icies of this company. Other 
features that safeguard the 
interests of policyholders are 
as carefully supervised. 


SINCE 1850 


Connecticut 


FIRE INSURANCE CO. 
OF HARTFORD, CONNECTICUT 
Cash Capital, $2,000,000.00 
Surplus to Policyholders, $15,070,293.55 


One Escape 


One escape from loss will 
pay the cost of insurance for 


years. Find out exactly 
what this would mean to 
you. Write. 


SINCE 1859 


OUITABLE 
Fire € Marine Infurance @mpany 


PROVIDENCE, RL, 
Cash Capital, - + $1,000,000.CO 
Surplus to Policyholders, $5,431,263.89 
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Herald Tribune and eight Westchester 
County newspapers. The advertise- 
ment occupied five full columns, instead 
of the usual small space used by real 
estate sales advertisements during the 
last few years, and was just about as far 
away from our customary type of re- 
fined typography as it could get. 

It brought results. By shouting bar- 
gains instead of hinting at them, it and 
two succeeding advertisements brought 
in around 1,000 inquiries for homes 
selling up to $30,000. More important 
than that, they were good inquiries. 
Our sales representatives tell us that 
they seldom have participated in cam- 
paigns in which prospects were so 
interested in buying and were so finan- 
cially able to buy. 

The booklet sent to coupon signers 
was as iconoclastic as our newspaper 
advertisements. It wasted few words 
on the glories of living in the country. 
Instead, it sold bargains. It was a terse, 
short-sentence explanation of the finan- 
cial benefit of buying one of our homes. 
It told why the homes were priced 
right, showed how homes could be fi- 
nanced like rent, told why it was cheaper 
to buy than to build. It was illustrated 
with pictures of some of our homes, of 
course, but its main purpose was not to 
sell any one home. It tried to convince 
the reader that he should buy a home. 


ECONOMY IN SELLING 


THE bank dealt directly with only 
its three sales representatives in this 
campaign. Instead of directly trying to 
stimulate all of the brokers in the cam- 
paign, we sent stimulation material, 
dealer helps, etc., to only three organ- 
izations. These three organizations made 
it their duty to contact the other 
brokers and keep them steamed up. 
Thus we escaped the work and expense 
of dealing with several hundred men. 
Following our usual publicity prac- 
tice, we steadfastly endeavored to give 
newspapers no stories telling what we 
thought of our campaign. We did send 
out sales figures—lots of them—but 
virtually all without interpretation. 
They were impressive figures and we 
knew they were impressive. We knew, 
too, that real estate editors would re- 
gard them as impressive and would 
want to know more about them. Any 


| newspaperman will tell you, of course, 
| that we guessed right. Real estate re- 


porters came to us for facts about the 


| campaign, got what they wanted, wrote 
| as they pleased—but always fairly and 


accurately. The net result is that few 
real estate campaigns of comparable 
size have ever gained as much news- 
paper publicity as did this campaign. 


= PAYMENT COUPON BOOKS 


®@ No matter how large or small 
your department may be, you will 
welcome the effectiveness, sav- 
ings and simplicity of the Coupon 
Book System. 


. . - It eliminates advance no- 
tices—includes a means of paying 
conveniently by mail as well as 
in person — decreases inquiries 
concerning the standing of ac- 
counts—reduces “partial pay- 
ments” to a minimum—provides 
the quickest method of receiving 
payments—shows the teller if 
payments are late, so that fines or 
charges may be collected without 
reference to any other records— 
fits in with any methods of main- 
taining accounts — and supplies 
the customer with a simple and 
clear record of payments made 
and payments due. 


® The fact that our largest 
Finance Companies and Personal 
Loan Banks use Allison’s Pay- 
ment Coupon Books is the best 
possible guarantee that this sys- 
tem brings in prompt and com- 
plete payments with a minimum 
of expense. 


PRICES, SAMPLES AND COM- 
PLETE INFORMATION WILL 
BE CHEERFULLY FURNISHED 
WITHOUT COST OR OBLI- 
GATION. WRITE TODAY. 


ALLISON COUPON C0. 


(ESTABLISHED 1888) 
Factory and Executive Offices 


INDIANAPOLIS, INDIANA 
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Real Estate Forecasting 


R several reasons the science of real 
estate forecasting has been badly 
neglected. Only recently have any steps 
been taken to put it on the same basis as 
other forms of property. With the in- 
creased interest of the Government in 
real estate financing and construction, 
however, some steps are being taken 
looking toward the systematic correla- 
tion by Government bureaus of the vast 
amount of data available locally and 
their presentation in usable form. 


Bankers 
Brokers 
Building and Loan 


A careful study of past real estate 
cycles, using all of the available data at 
hand, shows a fairly well defined pat- 
tern and a logical sequence of events. 

Thus, starting at the bottom of any 
of the depressions, gradual betterment 
in general business, increased wages and 
employment cause families that have 
“doubled up” for the sake of economy 
to seek new quarters and families that 
have curtailed their dwelling space to 
expand it once more toward their nor- 


Blanket Bonds 


are 


Indispensable Protection 


for 


Financial Institutions 


Ask your Agent or Broker 
to consult us for particulars 


AMERICAN 
SURETY 


COMPANY 
1884 


— ORGANIZED — 


NEW YORK 
CASUALTY 


COMPANY 
1890 


Home Offices: 100 BRoapway, NEw York 
Branch Offices in Principal Cities 


Both Companies Write 
Fidelity, Forgery and Surety Bonds and Casualty Insurance 


By P. P. PULLEN 


Chicago Title and Trust 
Company 


mal requirements. This causes dwelling 
occupancy to increase and gross rents 
to begin to rise. Since mortgage interest 
is fixed and since the expenses of oper- 
ating buildings advance more slowly 
than gross rents, net rents rise even 
more rapidly. 

As a result of the rise in rents the 
selling prices of existing buildings begin 
to advance sharply, and since the pres- 
ent structures can be purchased at pre- 
vailing low prices (low relative to the 
cost at which they were constructed) 
very little new construction takes place 
until the buildings already on the mar- 
ket have found new owners. When the 
existing crop of structures has been ab- 
sorbed new construction starts, slowly 
at first, but gains impetus as the con- 
struction industry recognizes that at 
last it is profitable to build once more. 

Since the bottom of any depression 
is always followed by low interest rates 
and an accumulation of idle capital 
seeking new investment, the volume of 
building is stimulated and sustained by 
a liberal supply of credit. The ease of 


1.C.C, CHAIRMAN 


Carroll Miller (below) has suc- 
ceeded Charles B. Mahaffie as 
head of the Interstate Com- 
merce Commission. Mr. Miller 
became a member of the Com- 
mission in 1933 
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gnancing new buildings attracts many 
wib-contractors and even building me- 
hanics into the construction field as 
pperative builders and since the amount 
f capital outlay which they are re- 
yired to make is small they flourish 
ind add to the volume of new con- 


¢truction. 


THE WILDFIRE PERIOD 


THE new buildings absorb vacant land 
ind thus give earning power to land 
ong dormant. As a result the tracts ad- 
ioining the settled area become ripe for 
jevelopment, prices of close-in areas 
idvance rapidly and the movement 
preads beyond the recent confines to 
wutlying farm areas. Acreage is subdi- 
rided into building lots, improvements 
are installed and lots offered at many 
times their value as acreage. Specula- 
iors make large profits and the news of 
jortunes made spreads like wildfire 
among the public. 

Soon after the peak of activity is 
reached the land market enters a dull 
phase. There is no decided reaction in 
prices and financing is undisturbed. 
Asking prices are even advanced, but 
there are fewer cash sales and more trad- 
ing of one equity for another. Meanwhile 
the foreclosure rate has begun to in- 
crease as owners of heavily mortgaged 
properties find that the peak income has 
declined slightly or a heavy prepayment 
falls due. 


THE GRADUAL DROP 


UP to this time there has been no im- 
portant recession in general business 
and real estate has grown dull because 
of reasons peculiar to itself. There are 
indications that the end of the period 
of prosperity is approaching, however, 
and the failure of a large bank or an im- 
portant commercial house or a general 
break in the stock market is all that is 
required to precipitate a general crash. 
Thereafter events are likely to occur 
with great rapidity in the real estate 
market. 

The general slackening of business 
and industrial activity, with increased 
unemployment and lower wages, has 
reduced purchasing power. Vacancies 
in dwelling and commercial properties 
increase rapidly as families leave the 
cities and return to the farm or small 
town where they can live more cheaply. 
Many of those who are left are forced to 
contract their living quarters or move 
in with relatives and friends. Rents are 
cut and the margin between income and 
operating expenses reduced to the point 
where there is not enough to pay inter- 
est or taxes. 

In this situation financial institutions 
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R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


Banks and Trust Companies 
for 


Directors Committees 


NEW YORK 


CHICAGO 


WASHINGTON 


CONDENSED STATEMENT 


FIRST NATIONAL BANK 


IN ST. 


LOUIS 


At the Close of Business, December 31, 1936 
RESOURCES 


United States Government Securities 


$76,180,638.70 


Other Securities Guaranteed by U. S. Government 16.649,895.02 


Cash and Due from Other Ban 


Total Cash and Government Securities 


Loans and Discounts 

Other Bonds and Stocks 
Stock in Federal Reserve Bank 
Bankin: 


Other Real Estate Owned 


80, 195,695.97 
$173,026,229.69 
873. 


House, Improvements, Furniture and Fixtures 


Customers’ Liability a/c pee of Credit, Acceptances, etc. 


Accrued Interest Receivable 
Overdrafts 
Other Assets 


Capital—Common 

Surplus and Profits 

Reserve for Contingencies 
Reserve for Taxes, Interest, etc. 
Unearned Discount 


LIABILITIES 


Liability a/c Letters of Credit, Acceptances, etc. 


Other Liabilities 
Individual Deposits 
Savings Deposits 
Bank Deposits 


City of St. Louis and Other Public Funds 
Total Deposits 


$115,506,019.66 
32,084,948.77 
77,350,382.42 
4,965,473.36 
229,906 ,824.21 
$248,924,944.64 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


reverse their liberal lending policy and 
nearly all phases of real estate activity 
are suspended. Normal sales of real es- 
tate have practically ceased; the only 
transfers are foreclosure sales or con- 
veyances to avoid judgments. 

In past cycles this situation has usu- 
ally lasted for a period of four or five 
years, until the wreckage resulting from 
the collapse of the previous boom has 
been cleared away. Meanwhile the be- 
ginnings of industrial recovery or a rise 
in the stock market have put certain 
groups in funds to take advantage of 
the best bargains to be found in the 


Slump Ahead 
In Bonds 


A critical examination of the outlook for 
bonds (and stocks) under managed money. 


by L.L.B. ANGAS 


Internationally known Investment Consultant 

Author of “‘The Coming American Boom” 1934 

Order now from Somerset Publishing Co., 461 
Eighth Ave., N. Y¥. C. Price $1 


real estate market. Increased purchas- 


ing power has begun to increase occu- 
pancy, rents start to rise once more and 
the real estate cycle has come back 
again to the starting point. 
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The Blight 


of 


Vacant Buildings 


E telephone recently brought a 
woman’s frantic voice stating, 
rather incoherently, that some one 

was breaking into an adjoining vacant 
dwelling. The voice had already phoned 
the police. We owned the dwelling, 
which was in a quiet suburban resi- 
dential community. Our investigation 
showed that a local real estate broker, 
having forgotten his key, had started 
to break open the rear cellar door. The 
moral is: It is difficult to keep a vacant 
house from being broken open; and, also, 
neighbors in the better communities 
will usually cooperate in the protection 
of the property. 

Vacant buildings are always a prob- 
lem. No one realizes this more than the 
real estate officer of a bank that has 
lent on a variety of buildings in various 
neighborhoods. Each type of building 
and each neighborhood present different 
problems. In a bad neighborhood in 
Manhattan, unemployed men actually 
pulled up the floor boards in a vacant 
loft building, leaving only the floor 
beams in place, so that they could sell 
the wood. At this same building, iron 
workers who had been sent to remove 
the lower part of the fire escapes sud- 
denly discovered that these men were 
stealing their tools from the bottom of 
the ladder while they worked at the top. 

On the other hand, another building 
a short distance away has remained va- 
cant for two years with practically no 
damage, either to the interior or the ex- 
terior. All vacant buildings that are 
neglected deteriorate fast and cast a 
blight on surrounding property. 


DEPRESSION VACANCIES 


IT is natural that some buildings 
should be vacant during a depression. 
With a normal contraction of business, 
the less attractive business buildings 
become more difficult to rent as firms 
move to modern buildings in better 
neighborhoods. Residential buildings 
feel the same effect as families move 
away or double up with relatives; some 
homes are broken up through death and 
fewer homes are begun by newly-weds. 

Then, again, residential buildings be- 
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come illegal for occupancy, as has been 
happening in New York City for the 
past year with “old law tenements”. 
Although many dwellings and tene- 
ments have become obsolete and should 
be torn down, many others, temporarily 
vacant, will be occupied with the return 
of better times. In the meantime, what 
should be done with these vacant 
buildings? 


CARETAKER QUESTION 


SOMETIMES, it is wise to have a care- 
taker in charge, particularly when the 
building is an expensive residence on a 
large estate where the caretaker may be 
a former gardener or one who may be- 
come a gardener for a new owner. In 
smaller residences of 12 rooms or less a 
caretaker may become a liability. It is a 
curious fact that few dwellings of less 
than 12 rooms are rented or sold when a 
caretaker is in charge. This has been 
variously attributed to chance; to a 
buyer or lessee being hesitant about 
taking the roof from over a caretaker’s 
head; to the house being unattractively 
furnished to the prospect’s unimagina- 
tive eyes; or to the slighting remarks 
casually dropped concerning the rusty 
water, the leaking roof, the poor heating 
plant, or a dozen other items, large or 
small, that might be wrong with any 
house. 

If a residence is not to be occupied, 
what then? First, one neat sign large 
enough only to be seen and easily read 
should be securely fastened in a promi- 
nent location. The assortment of real 
estate brokers’ signs which usually hang 
everywhere should be avoided. If there 
is a single broker in the neighborhood, 
he should be permitted to post his sign; 
otherwise, to eliminate favoritism, the 
owner might better remove all brokers’ 
signs and post his own containing the 
phrase “brokers protected”. Brokers 
will confidentially admit that a multi- 
tude of signs hurts any neighborhood, 
but, so long as the others do it, few hesi- 
tate to tack up their own signs. 

In addition to a large “For Sale”’ or 
“For Rent” sign, a small iron enamel 
sign, approximately 5” x 7”, is some- 


By HOWARD E. DRAKE 


East River Savings Bank, New York 
City 


times placed at the front and rear ep. 
trances with the following warning: 
“Do not destroy this property under 
penalty of law. Key may be obtained 
from, etc.”. This type of sign has been 
found to be of help in protecting the 
property, as small boys will hesitate to 
break in if such a sign is visible. These 
signs can be used over and over again 
and cost little originally. 

Sometimes expensive houses not oc- 
cupied by a caretaker should be pro- 
tected with either watchman service or 
a burglar alarm. The charge for either 
of these depends upon the size of the 
house and its location. The burglar 
alarm costs several times the watchman 
service, but is much more efficient, asa 
police alarm is sounded if any part of 
the house is opened. 


BOARDING-UP QUESTION 


GENERALLY speaking, vacant dwell- 
ingsshould not be boarded up, for thenin- 
spection becomes almost impossible. On 
the other hand, vacant multiple family 
tenements usually should be boarded up 
to protect them against vandalism. In 
cases where these tenements are very 
old, it is often advantageous to sell the 
plumbing fixtures, traps and old pipe 
before they are stolen. Second-hand 
dealers buy these for export to Canada 
or the rural areas where they are quickly 
bought. It is often necessary to cover the 
windows with galvanized iron and close 
in the store windows, roof, openings and 
skylights against vandals. Persons steal- 
ing fixtures usually disregard the front 
entrance, however, and go to the trouble 
of moving the traps and plumbing fix 
tures out through the roof or sometimes 
even through a hole knocked in a brick 
party wall. 

Easy access must always be provided 
for interested persons, but access must 
be denied tramps, mischievous children 
and youths bent on destruction. Many 
large property owners are using mastel 
locks. These are lock cylinders and pad- 
locks all keyed alike, so that one key wil 
open the lock on any property. Cylinder 
padlocks of this sort are available and, 
being made to Government specific 
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Eye Strain 


MAY BE 
THE CAUSE 


OF GENERAL BODILY FATIGUE! 
But GOOD LIGHT AVOIDS THIS... 


WARRANT 

of QUALITY 
Model 1575 
Price $16.50 


FARIES GUARDSMAN LAMP—will 
help you conserve your energy for profit 
producing — Tests indicate that 
under adequate lighting, a person of 
normal vision expends one fourth of his 
daily bodily energy in the processes of 
seeing. The ease of seeing varies directly 
with the quantity and effective control 
of lighting; as lighting efficiency de- 
creases, energy consumption increases. 
aries Guardsman Lamp assures proper 
illumination . . . it is designed to avoid 
glare and shadow. . . to flood the work- 
ing area with light having a texture like 
daylight—adequate but restful, because 
properly controlled. 


See Faries Guardsman Lamp today at your deal- 
ers. If he cannot supply you, this advertisement 
mailed to us with your name and address on the 


margin will bring full details. 
FA R | be MANUFACTURING CO. 
and S. Robert Schwartz Div, 


DECATUR, ILLINOIS 
February 1937 


tions, are very substantial. Brokers are 
supplied with a master key. It would be 
desirable if a number of institutions 
and other large property owners would 
all use the same key, making the access 
still easier for proper parties. 


NEIGHBORS ARE AGENTS 


IN some suburban areas, the real 
estate brokers put key boxes outside the 
entrance doors. These boxes contain the 
key to the entrance door and are kept 
locked. One key opens any of .:.e boxes. 
This system has many advantages and 
can be used in conjunction with master 
locks. The neighbors often delight in 
having the houses open so that they can 
show them to their guests. In fact, they 
respect the open premises more than 
they would a locked-up building, seem- 
ing to accept unofficial duties of care- 
takers. This is particularly so if the 
grass and shrubs are kept trimmed. 

In suburban and rural areas it is well 
worth a few dollars a month to have 
some local person keep the grass cut, 
the hedges trimmed, and the old papers 
picked up. Uncut lawns soon deteriorate 
and if allowed to grow wild will have to 
be plowed up and resown. The entire 
community looks seedy and depreciates 
in value if a single property is allowed to 
grow wild. 

Vacant property cannot be neglected. 
It often requires as much attention as 
occupied property. If neglected, it de- 
preciates fast and hurts the entire 
neighborhood. 


BAR ASSOCIATION 


Arthur T. Vanderbilt, Newark, 
New Jersey, has been nomi- 
nated as president of the 
American Bar Association. The 
association’s convention will 
be held late next Summer 


PICTURES 


STATISTICS 


DODGE construction statistics are 
tabulated daily from individual 
project-reports collected by more 
than 750 field representatives work- 
ing out of 30 offices. 


Reports are translated into statistics 
as fast as mail can deliver, as sta- 
tistical clerks can check, and ma- 
chines can sort and add. 


BANKERS receive the earliest au- 
thentic news on current building 
trends for our advance figures are 
issued three times a month. For a 
few cents a day you may thus get 
the facts early enough to be of 
genuine and profitable service to 
you and your customers. Investi- 
gate, there’s no obligation. 


DODGE STATISTICAL RESEARCH SERVICE 


F.w. DODGE 


F. W. Dodge Corporation 
119 W. 40th St., New York, N. Y. 


Send—without obligation—free 
sample copies of Tri-Monthly bul- 
letins. 


(Please attach coupon to your letterhead) 
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Check or Cash? 


The GnahaNational Bank | 


M, Dick and Harry, not to i 
OMAHA, NEBRASKA and Susie, find comparison af By | 
salaries one of the liveliest of indoor 
sports. It is surprising how quickly an Cashier, 
increase is discussed among the friends 
of the favored one. 


RESOURCES : apse talked with two friends in 
Loans and Discounts $13,191,295.62 ot er NKS about payment methods, rr 


Overdrafts.. One expressed the intention of changi 
. S. men igations 
State and Municipal Bonds 5,558,909.93 from check to cash. The other said his telate fc 


oe — Investments <snenes bank was going to do away with cash and how 
Furniture and Fixtures "1.00 payment and substitute the check. jolksinc1 
ustomers’ Liability under Letters of Credit 19,400.00 Vi 
Interest Earned but Not Collected 81,370.09 One bank was giving up the cash even 1 
Cash on Hand and Due from Federal Reserve Bank method because it was too much trov- thirty-f 
and Other Correspondent Banks 17,956,391.87 ble. because audit was m ore difficult nake it 
$50,535,616.10 and because, in some way, it thought [§ advice e 
Social Security requirements could be yorth wi 
Common Stock $ 1,250,000.00 more easily met with check payments. dded to 
985,000.00 “ 
400,000.00 The other bank was switching to cash Mr. 
ee 304,763.67 payment in order to avoid the publicity J yassed fi 
Reserve for Taxes, Interest, etc "603. of the check system and to have the “the thi 
Reserve for Dividends 163. j 
Reserve for Building Improvement under Contract. . x pay roll wage k done by the tellers a epare ible abc 
Customers’ Letters of Credit 400. moments, instead of taking the time ofa which ys 
clerk to make out the checks public } 
Deposits 47,144,479.32 . 
soaaeaseaae One person says payment by cash about y 
provides no more secrecy than payment through 
by check; another disagrees; and so it “We 
goes. Perhaps, after all, it’s a matter of to all of 
preference. larly te 
EDWARD N. Hay institut 


P 1 Officer, 

FEDERAL INTERMEDIATE! § || Term Notes Co, to 
Rates and Maturities Insurances on Lives and WE w 

* CREDIT BANK * Upon Request Granting Annuities, Philadelphia. mahoge 


CONSOLIDATED DEBENTURES Commercial Credit 


Exempt from Federal, State, Municipal Company reau”. 
and Local Taxes Baltimore “Th 
TRADE COMMISSION 


March 4, 1923 As Amended Sales Offices W.AA : 

. A. Ayres is now chairman o c 

Consolidated debentures are the New York Boston the Federal Trade Commis- by inc 
joint and several obligation of Chicago St. Louis sion, under that body’s rota- y 
om bog — Intermediate tion system. A former member 
of Congress, he was appointed spend 


Statement of Condition as of December 31, 1936 


Member Federal Deposit Insurance Corporation 


Authorized by an Act of Congress approved 


Eligible up to six months’ ma- - 
turity for purchase by the Federal Slum Ahead to the F.T.C. in 1934 metho 
Reserve Banks and Pp An 
as collateral security for fifteen gL asked. 
day loans to member banks of In Bonds ie “Tu 
the Federal Reserve System. A critical examination of the outlook for 4 Eastm 
Consolidated debentures are legal bonds (and stocks) under managed money. : ‘ r 
for investment by savings banks sure 
in the State of New York. this a 
Internationally known Investment Consultant 
Eligible as security for all fidu- Author of “‘The Coming American Boom” 1934 , call ba 
ciary, trust, and public funds held Order now from Somerset Publishing Co., 461 / ’ 
under the authority or control Eighth Ave., N. Y. C. Price $1 * But 
of officers of the United States. . wait u 
These debentures have been ap- rO see ho 
proved as security for deposits , PROTECT SEALS “ih 
of postal savings funds. SEN Use in place wen to safeguard 
Further information and circulars can (5 = valuable mi ve postage, time, schoo 
© through your dealer or z J Not 
ST. LOUIS STICKER CO. eyes ¥ 


CHARLES R. DUNN Z in fro 


FISCAL AGENT 


For the Federal Intermediate Credit Banks F. . 
31 Nassau Street ¢ New York City How Many in Your Bank ; 4 Sion ; 


Read BANKING? Mick 


UNTERNATIONAL 


BANKING Febr, 


Thrift Lessons That Start Early 


By HOWARD HAINES 


(ashier, First State Bank, Kansas City, 
Kansas 


EN you hear 32 eighth-graders 

pell-mell into their class- 
room because they don’t want to 

telate for that lady who talks on nickels 
and how to control them; when the old 
lksincrease their deposits from twenty- 
even million in 1920 to more than 
thirty-five and a half million in 1936 and 
nake it a habit to drop in for sound 
advice every little bit, then something 


vorth while is happening. And we de- | | 


dded to investigate. 
“Mr. President,” 

passed from one department to another, 

“the thing that has been most notice- 


able about your bank* is the extent to || 
shich you have been able to educate the | | 


public hereabouts. Many good things 
about your institution have come to us 
through outside conversations.” 

“We are glad to know that. It is due 
toall of our workers, but more particu- 
larly to that department, which we 
instituted in 1920.” 


INCOME MANAGEMENT 


WE were standing beside a wide 
mahogany desk on which a small 
placard said: “Margaret J. Bacon, 
Director, Income Management Bu- 
reau”, 

“The work of the bureau,” the 
president explained, “has brought the 
bank closer to the people of Rochester 
by increasing good will and playing a 
part in educating people to save and 
spend properly. We use no high pressure 
methods . . 

“And is Miss Bacon here today?” we 
asked. 


“Just now she is over at the Durand- 


Eastman School,” he replied. “I am || 


sure she will be glad to see you. Perhaps 


this afternoon you could find time to 


call back?” 

But our interest was too high. Why 
wait until afternoon? We determined to 
see how Miss Bacon carried on her work 
in the field of thrift education in the 
schools and elsewhere. 

Not one of the 200 students whose 
tyes were glued on the attraction down 
infront saw us slip into the auditorium. 
We became as entranced with the occa- 
ion as the youngsters, for suddenly 
Mickey Mouse appeared on Miss 
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we said as we|/| 


Bacon’s left shoulder and up hopped 
Minnie on her right. 

“Howare you, folks?” laughs Mickey. 
“We just came East to work for the 
Monroe County Savings Bank.” 

“And we came all the way on a rail- 
road train, too!” chimes in Minnie, 
jumping up and down with glee. Minnie 
is all ears as her better half extols the 
virtues of a savings account. Mickey 
picks up a photo of the great vault door 
at the bank which houses safety boxes. 


“When we put our valuable papers 
behind these steel walls,” says Mickey, 
“neither burglar or mouse can get 
them”. 

It’s rapid fire, but all the incidents 
lead up to something about spending, 
giving, or starting a school account. 
These amusing puppets turn to the 
children and ask questions. Laughter 
spreads. A bell is ringing. No one wants 
to leave, not even the teachers. 

(CONTINUED ON NEXT PAGE) 


CITIZENS 


NATIONAL TRUST & SAVINGS BANK 
of LOS ANGELES 


ORGANIZED 1896 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


Condensed Statement of Condition 
at close of business December 31, 1936 


RESOURCES 


Cash and Due from Banks . 


- $32,940,588.52 


United States Obligations, Direct 


or Fully Guaranteed 


State, County, and a Bonds . 


Other Bonds . 
Loans and Discounts . . 
Federal Reserve Bank Stock 


Stock in Commercial Fireproof Building Co.— 


Head Office Building 


Bank Premises, Furniture and Fixtures, and 
Safe Deposit Vaults [Including Branches] 


Other Real Estate Owned 


Customers’ Liability under Letters o of Credit 


and Acceptances . . 
Earned Interest Receivable . 
Other Resources. 


TOTAL 


26,482,661.65 
6,147,566.77 
2,903,522.90 
51,317,755.43 
241,500.00 


383,825.00 


1,142,536.02 
2,181,498.14 


1,024,463.40 
361,035.64 
684,924.27 


- $125,811,877.74 


LIABILITIES 


Capital Stock 
Surplus. 
Undivided Profits . 


$5,000,000.00 
3,050,000.00 


1,150.000.00 $9,200,000.00 


Reserves for Interest, Taxes, Dividends, 


Contingencies, Etc. . 


Discount Collected —Unearned 


924,384.89 
42,180.10 


Letters of Credit & Liability as 


Acceptor or Endorser on 


Acceptances & Foreign Bills $2,284,953.57 


Less: Amount in Portfolio 


Other Liabilities. . 
Deposits . 
TOTAL. 


1,247,508.60 1,037,444.97 


12,628.17 
114,595,239.61 


$125,811,877.74 


Head Office: Spring Street at Fifth, Los Angeles 
BRANCHES THROUGHOUT LOS ANGELES 
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Few have developed such ability as 
Miss Bacon’s to present financial rules 
to both children and adults. Quiet, un- 
assuming, she is using rates of interest, 
charges for loans, advantages of safe 
deposit boxes, and the many reasons 
why all should save and the various 
things for which we should save, as the 
cores of many charming conversations, 
usually presented to children by Minnie 
and Mickey or monkey puppets. She 
assures us these fist puppets are sure- 
fire attention-getters. 

In speaking before the General 
Federation of Women’s Clubs, New 
York City, in 1935, Miss Bacon illus- 
trated her conception of rightly planned 
household economy when she said: 

“How shall we develop leadership in 
personal finance within the family and 
have early training in facing the prob- 
lems of money management? By giving 
children who know small coins, who can 
make change and count money cor- 
rectly, an allowance. By gradually 
increasing the amount as needs increase, 
and always providing at least a few 
pennies for an area of caprice in which 
the child may exercise judgment in 
money matters. Records of expendi- 
tures are wise for some children. Explain 
that increases in allowances are thought- 


fully considered when pleas are backed 
by facts. In days to come the modern 
college will include as an entrance re- 
quirement some evidence of ability to 
manage money. We have the responsi- 
bility of preparing the child for being an 
adult in money matters. We must know 
the areas of necessity and the areas of 
caprice and their controls.” 

Among the other things the bank has 
developed under the supervision of Miss 
Bacon is an outline of thrift education 
for elementary schools. This outline, 
worked out in detail, embraces work 
from the third to the eighth grade, 
covering the subjects of language, 
composition, arithmetic, geography, his- 
tory and civics, drawing and music, 
psychology and hygiene, with sets of 
thrift topics in each subject. It shows 
clearly how thrift education may be 
introduced in each of these classes with 
no extra time required. Thirty-six 
types of thrift themes for the school 
year are given. School banking supple- 
ments this course. 

Financial institutions are considering 
the importance of encouraging the 
introduction of such thrift material in 
the curricula of elementary schools. 

But Miss Bacon has gone much 
further in customer education. There 


179th SEMI-ANNUAL STATEMENT OF CONDITION 
The Boatmens 
Natwunal Bank of St. Lows 


AT THE CLOSE OF BUSINESS, DECEMBER 31, 1936 
RESOURCES 


Cash and Due from Banks 
Bonds and Stocks, including: 
U. S. Government Obligations 


Other Securities fully guaranteed by U. S. Government 
Federal Intermediate Credit Bank Debentures 


State and Municipal Bonds 
Other Investment Bonds, etc 
Stock Federal Reserve Bank 


Loans and Discounts 
Safe Deposit Vaults, Fixtures, Real Estate, etc 


Overdrafts 
Accrued Income Receivable (Net) 
Other Resources 


Capital Stock, Common 
urplus 
Undivided Profits 


Reserve for Contingencies 


Reserve for Dividend on Common Stock, Payable Jan. 1, 1937 


Reserve for Taxes, Interest, etc 
Other Liabilities 
Deposits: 


$19,534,583.30 


15,995,621.81 
1,017,938.99 
1,099,527.92 
3,516,260.88 
699,467.09 
106,500.00 
14,032,845.05 
245,593.78 
165.56 
174,918.09 
13,490.01 


$56,366,912.48 


289,397.09 
25,000.00 
7,212.95 
57,713.45 


U. S. Government, City of St. Louis and 


Other Secured Public Funds 
Temporary Public Fund 


$2,879,181.21 
2,907,895.46 
40,653,737.86 


5,647,340.96 52,088,155.49 


$56,366,912.48 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


are the 4-H Clubs, P.T.A., Y.Wiea 
and many other organizations and clubs 
as well as just individual adult training 
Beginning with numerous factory visit; 
and surveys 16 years ago, she and he: 
brother, A. Dewey Bacon, now assistan: 


secretary, gained interest through pos. 
ers and letters. The work developed str 
slowly but steadily, until today the jy ing low 
bureau handles school saving pro- jm by seve 
motion, child and adult conferences the bul 
budget leaflets and bulletins, windoy | ASS 
displays, club programs, compilation of { concret 
reference files on income management ff 2S! 
and the maintenance of a thrift educa. | wt ge 


tion library. 
In 1935, 563 talks were made to 


constru 
Housin 


school assemblies, aside from 176 visits 4 “Th 
to rural, private and parochial schools 
and 25 addresses to miscellaneous or. @ F-H-A 


ganizations and clubs. 


POOR RICHARD UP-TO-DATE 


IN presenting ordinarily dry and un. 
interesting financial rules, Miss Bacon 
offers a challenge to her listeners or 
readers. Her bank folders and leaflets 
are directed to all ages. “Money man. 
agement in the home means develop- 
ment of keen analytical power in every 
member of the household, often discov- 
ering latent possibilities for group 
appreciation of some quiet member, 


Pr 


you t 
situat 


possibly the earner. . . . Group think 
ing may be summed up to be: the sagac- nal 
ity of a Micawber, the sense of value of § 48° 
one consecrated to a good life, the forti- Th 
tude of the buyer who is seldom sold § 2€8° 
anything, for he or she buys what is § ™0™ 
wanted, the self-control and wisdom of birth 
a fine wife and the calmness and keen Th 
insight of a sane husband. It’s a gift,a B PaXy 
challenge, and a state of mind. Thereis J: 
still pioneering to do on the frontiers P's! 
of money management. Let’s mett and 
this challenge . . . with fortitude and whic 
watchfulness. The mills of taxation and JJ ed 
relief are grinding.” 
We came away with the renewed his & 
realization that one of the surest roads 
to happiness and permanent prosperity 
lies in remembering our nation’sgreatest he b 
asset—young America. To this coming 
generation we entrust the obligation to I e 
encourage pride in thrift, to adopt care dal 
fully standards of living that can be PO" 
paid for and maintained. Envisioning fo 
nations that have pyramided debt ina 
vain attempt to manufacture prosper- h, 
ity, we urge sure travel on the safe road "4 
of careful spending and saving. To , 
leaders today and tomorrow we repeat 
this bank’s philosophy that the degree se 
of reverence with which our Ps 
regard frugality, determines, to a lage § 
extent, the rise or decline of thes a 


United States. 
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More 
Small Homes 


NATIONWIDE program to demon- 
A strate the feasibility of construct- 
ing low priced homes has been started 
by several organizations identified with 
the building industry. 

Associations representing lumber, 
wncrete and brick production are 
sponsoring the plan, which is to carry 
out general principles of small house 
construction evolved by the Federal 
Housing Administration. 

“The long range objective of the 
program,” said a statement from the 
FH.A. headquarters in Washington, 


Pre-Mechanized 


Banking 


“AND why,” said the head book- 

keeper to the young man, “do 
you think this bank should give you a 
situation?” 

“Well,” replied the youth, “I’m rea- 
sonably accurate at figures and I write 
agood hand.” 

Those were proper qualifications and 
he got the job, reporting for work on the 
morning of January 15, 1872, his 20th 
birthday. 

The bank was the Union Trust Com- 
pany, New York, and the new banker 
was John Van Buren Thayer, now vice- 
president of the Central Hanover Bank 
and Trust Company, the institution 
which, through a series of mergers, suc- 
ceeded the old Union Trust. 

On the morning of January 15, 1937— 
his 85th birthday—Mr. Thayer remi- 
nisced a bit about the changes he had 
sen in banking during 65 years. When 
he began work the profession was much 
simpler. The Union Trust had a staff of 
lS employees who handled its commer- 
cial and personal trust services, its cor- 
porate trust activities, and the paying 
of coupons. There were no typewriters, 
no telephones, no stenographers. 

The machines, of course, came along, 
slowly at first, soon more rapidly. 

Then there was the first telephone. 
Everybody in the bank was anxious to 
use this strange new gadget, and when- 
ever the bell tinkled there was a race to 
the instrument for the privilege of talk- 
ing over the wire. Conversations were 
usually difficult and indistinct, and 


February 1937 


“is to make available to approximately 
70 per cent of the nation’s families, 
properly designed and well-constructed 
homes containing minimum require- 
ments of livability and comfort. 

“This program will attempt to prove 
that properly designed small houses can 
be built to sell within a price range that 
will attract the great mass of potential 
small home owners comprising a large 
majority of our population.” 

The first of a series of dealer meetings, 
sponsored by the National Retail Lum- 
ber Dealers Association, was held at 
Indianapolis where a demonstration 
home program was started. The objec- 
tive is the construction of one or more 
low priced houses in approximately 
1,000 communities throughout the coun- 
try. The F.H.A. is to aid the industrial 


many were the “wrong numbers”. 


On one occasion a clerk who had an- 


swered a ring called: 


“Do we register or transfer stock of 


the Terrapin Mining Company?” 


“No,” was the reply, “we don’t. 


There isn’t any such company.” 


The clerk and the voice at the other 
end of the wire tried for some time to 


groups in this project. A series of con- 
ferences will be held during the year in 
large population centers where Housing 
Administration experts will outline de- 
tails of land planning to builders and 
others interested in small home con- 
struction. 

In order to make the program more 
comprehensive, the Administration said 
that plans had been made for the partic- 
ipation of public utilities, newspapers 
and retail department stores. 

In addition to the lumber dealers’ 
organization, groups sponsoring dem- 
onstrations include: the National Lum- 
ber Manufacturers Association, Na- 
tional Concrete Masonry Association, 
National Concrete Contractors Associa- 
tion, and the Brick Manufacturers 
Association of America. 


reach an understanding. Finally Mr. 
Thayer went to the phone. 

A man’s voice said: “I want two 
portions of terrapin.” 

“T’m sorry,” said the banker. “We 
don’t have it. This is the Union Trust 
Company.” 

“Oh,” said the voice. “I asked for the 
Union League Club.” 


____ 


CONDENSED STATEMENT OF THE CONDITION OF 


The First National Bank of Memphis 
MEMPHIS, TENNESSEE 
At the Close of Business December 31, 1936 


RESOURCES 


Cash and Due from Banks 


$21,679,497.30 


Direct Obligations of the United States 


Government 
State, County and Municipal Bonds 


Stock in Federal Reserve Bank 
Loans and Discounts 
Overdrafts 

Banking House 

Other Real Estate 

Other Assets 


$10,068,787.53 
5,673,702.21 
633,467.23 


16,375,968.97 
60,000.00 
12,166,897.94 
767.37 
1,325,000.00 
109,208.00 
2.00 


$51,717,341.58 


LIABILITIES 


Capital Stock 
Surplus 
Undivided Profits 


$1,000,000.00 
1,000,000.00 
630,876.39 


Reserve to Retire Premium on Bonds 


Bought for Investment 
Other Reserves Unallocated 


Unearned Discount 
Dividend Payable January 2, 1937 
Deposits: 


321,852.17 
200,000.00 
$3,152,728.56 
99,665.21 
30,000.00 


Corporations, Firms, Individuals, 


$48,400,802.94 


34,144.87  48,434,947.81 


$51,717,341.58 


Established 1864 


Member Federal Deposit Insurance Corporation 
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ERE are a few facts about some of 
the contributors to this month’s 


Kenneth Murchison ($5,000 Worth of 
House) is an architect by profession, 
although his versatility has taken him 
into other fields, among them banking 
and music. For a time he was vice- 
president and public relations counsel of 
the Central Savings Bank, New York. 
He has designed railroad terminals in 
several cities, as well as cooperative eral well known books. 


ELEVEN 


CONDENSED 


STATEMENT OF CONDITION 


DECEMBER 31, 1936 


* 
ASSETS 
Cash in Vault, and with Banks. . . $ 38,404,317.18 
U.S. Government Bonds. ..... 60,184,452.71 


Other Bonds and Securities including 
Stock of the Federal Reserve Bank 13,412,672.60 


Accrued Interest and Other Assets . $19,914.26 
Other Real Estate ......... 1,877,142.50 
Customers’ Liability under Accep- 
tances and Letters of Credit .. . 1,356,856.38 
Loans and Discounts. ....... 48,250,349 .52 


Assets are stated Net after Reserves. 


LIABILITIES 


Acceptances and 
Letters of Credit . . . $3,462,897.01 
Less: Amount in 
2,086,459.83 1,376,437.18 
Reserve for Interest, Taxes, ete. .. 309,129.01 
Reserve for Preferred Stock Dividend 190,000.00 
Preferred Stock Retirement Fund . 390,000.00 
Capital Stock — Preferred ..... 8,000,000.00 
500,000 shares, Par $16 per share, retirable at $24 per share. 
Capital Stock— Common ..... 5,000,000.00 
250,000 shares, Par $20 per share. 
Surplus, and Undivided Profits . . . 1,610,864.18 
$167,767 834.73 


CENTRAL NATIONAL BANK 


OF CLEVELAND 


A Few of BANkING’s Contributors 


apartment houses, a hotel and a club or 
two, and a bank. He is a director in 
several real estate corporations and a 
former member of the governing board 
of the New York Real Estate Board. 
On occasion, he can conduct an orches- 
tra. J. E. Le Rossignol (Money to Burn) 
is a native of Canada—specifically, 
Quebec. He is now Dean of the College 
of Business Administration, University 
of Nebraska. His writings include sev- 


CONVENIENT OFFICES 
Member Federal Deposit Insurance Corporation 


Condit 

Roger W. Babson (Inflation Is Rosy Washi 
as a Winter Sunset) is founder, pres. The G 
dent and chairman of the board of Bab. ao 
son’s Statistical Organization at Babson | Censu 
Park, Wellesley Hills, Massachusetts § Lesisi 
He is also vice-president of the neighbor. $5,000 
ing Newton Trust Company and , ne 
director in several corporations. What 
writings on financial subjects, especially laflati 
investments, are widely read. Edward 
H. Collins (What Are “Other Loans’ 
Made Of?) is associate financial editor vt 


of the New York Herald-Tribune. He 
has had a wide experience in financial 
journalism since attending Columbia 
University. 

Walter E. Spahr (Inflation-Proofing 
Is Hard) has written, edited or col- 
laborated in the production of many 
books on economic and financial sub- 
jects. Now chairman of the economics 
department of New York University, 
he previously taught at the University 
of Wisconsin, Dartmouth, Columbia 
University and Princeton University. 
He is secretary-treasurer of the Econo- 
mists National Committee on Monetary 
Policy. E. S. Woolley (Small Trusts 
Make Big Problems) is a specialist on 
bank management, including costs, 
operating methods and audits. 

Norman Crump (How England Cut 
Excess Reserves), banking editor of 
The Economist, London, is an expert 
whose name is well known to members 
of the profession, here as well as abroad. 
Thomas H. Reed (Freezing the Cat), 
attorney, author, editor and expert on 
municipal finance, has had a broad 
experience. In addition to teaching at 
the University of California, University 


of Michigan and Harvard University, om 
he has long been identified with research § Cley 
in municipal government, and has § Com 
written several books. One of his pos- § Com 
tions was the city managership of San poe 
Jose, California. In addition to being se 
director of the consultant service, Na § Del 
tional Municipal League, Mr. Reed is Del. 
chairman of the Committee on Civic § Dict 
Education by Radio. 
King O’Hara (This Mechanized Farm Emr 
Age) is a banker who has long been § Equ 
identified with financing in the farm § Fari 
implement field. He is vice-president 0 a 
the First National Bank of Chicago. Fide 
BaNKING’s Washington observer, Georg? Fire 
E. Anderson (Consumer Loans Rist), Firs 
has had diplomatic as well as journalistic - 
experience, having served as an Amer Ful 
can consul in Europe and the Orient Gen 
Space prevents including this time® - 

ua 


dozen other distinguished contributors. 
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BANKING’S Contents, February 1937 


Calendar and Conventions 
usiness 
Condition Of Briefly No Minimum Balance 
rnment’s Bank Account Keep Trust Clients Sold 
{ust Eat (New Books) Three Mortgage Essentials 
An Editor Defines Public Relations.................. 
The Railroads Help Business 
Real Estate Routine 
Banks Have a Story to Tell 
Personal Loans 
A Bank Audit Program 
Payroll Control 
The Average Newspaper Reader Knows.............. 
Motor Truck Equipment Trusts 
When Service Becomes Interest..................... 
Secondary Banking 
Ninety-Seven Cent a Year Men 
Real Estate in Public Relations 
Life Insurance Policies as Collateral 
The Bond Account 
Pay As You Check The Bank Down the Street 
Finger Tip Information Files Confidence, Understanding 
The President (Pictures) Effective Bank Advertising 
All About Washington (Pictures) Prompting Forgetful Borrowers 
Census of Other Lenders (Maps) How to Sell Real Estate 
Samuel Pepys’ Bank (Pictures) Real Estate Forecasting. . . 
While Business Improves (Pictures) The Blight of Vacant Buildings 
Several Personal Opinions (Pictures) Check or Cash? 
Recent Authors (Pictures) Thrift Lessons That Start Early 
Standards Long Established (Pictures) More Small Homes ' 
Keeping Up With Banking—Rutgers (Pictures) Pre-Mechanized Banking : 
Keeping Up With Banking—Pittsburgh (Pictures) A Few of BaAnkrnoc’s Contributors 


BANKING’S Advertisers, February 1937 


Allison Coupon Company Harris Trust and Savings Bank 
American Surety Company Hotel Washington, Washington, D. C 
American Telephone & Telegraph Company Institute of Bank Stationers. | 
Associated Lumber Mutuals neat — Machines Corporation 
Babson’s Report: nvestors Syndicate 
Bank N. T.&S.A LaMonte, & 
Lawrence Warehouse Company 
Live Stock National Bank 
Boatmen’s National Bank + tendo M ic ity C 
Canadian Pacific Express Company umbermens Mutual Casualty Company............. 
Carrier Corporation Manufacturers Trust — 
2 Marine Midland Banks 
Central National Bank of Cleveland 
Maryland Casualty Company 
Chase National Bank 
Citizens National Trust & Savings Bank Merylend Trust Company 
(| May Company, George S 
eveland Trust Company Mercantile-Commerce Bank & Trust Company 
Commercial Credit Company Millers National Insurance Company 
Commercial Union Group 


‘ I Moody’s Investors Service 
Connecticut Fire Insurance Company National Bank of Detroit 


Continental Illinois National Bank & Trust Company. . . National Bank of Tulsa 
Crane Company Cover National Cash Register Company 
Delco-Frigidaire Conditioning National City Bank of Cleveland 
DeLuxe Check Printers, Inc National City Bank of New York 
Dictaphone Sales Corporation National Surety Corporation 
Dodge Corporation, F. W Neenah Paper Company 
Ediphone, Thomas A. Edison, Inc New York Trust Company 
Employers Mutuals Northern Trust Company 
uitable Fire & Marine Insurance Company Northwestern National Life Insurance Company 
Faries Manufacturing Company Old Republic Credit Life Insurance Company 
Federal Intermediate Credit Banks Omaha National Bank 
Philadelphia National Bank 
Phoenix Insurance Company 
Rankin, R. G., & Company 
Recordak Corporation 
Remington Rand, Inc 
Reynolds, R. J., Tobacco Company Cover IV 
St. Louis Sticker Company 98 
| Electric Company Salomon Brothers & Hutzler 
Motors Acceptance Corporation Somerset Publishing Company 
Guaranty Trust Company Standard Accident Insurance Company 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 31, 1936 


RESOURCES 
anp Dur Banxs . . .. «uw 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 

OTHER Bonps AND SECURITIES ... . 181,721,324.76 
Loans, Discounts AND BANKERS’ 772,031 ,008.07 


$2,562,182,071.35 


LIABILITIES 


Capita Funps: 
Common Stock . ... . . . « $100,270,000.00 
Unpivipep Prorirs ........ 26,464,246.95 


$ 227,004,246.95 
RESERVE FOR TAXES, INTEREST, ETC. . . 1,418,836.88 
LiaBILity As ENDORSER ON AND BILLs . 8,174,215.76 


$2,562,182,071.35 


United States Government and other securities carried at $158,328,914.57 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


| | 
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Money in a Free Democracy 


‘AL policy, including tariff measures and the manage- 
ment of the budget, may, in conjunction with separatist 
bank action, permit a country to drift far out of line 
‘gith the world economy, eventually developing a serious 
tion of strains in the international structure. 
| The terms of trade are likely to run persistently to the dis- 
yivantage of preponderantly agricultural countries since 
Report prices are likely to prove unfavorable in relation 
pp their import prices. 
’ The security market has come to play a role in the modern 
y which enormously over-shadows the modest one 
yed in the pre-war period. An ever-increasing proportion 
total investments find their way into the security market. 
“We have and we shall continue to have institutional ar- 
gngements making for wage rigidity; no democratic country 
an root out trade unions or turn its back on social legisla- 
fon. We have and we shall continue to have powerful centrif- 
gil forces tending to break up the international system. 
Nationalistic management of money, tariffs, public expendi- 
fures, taxation, public debt, and wage rates make an inter- 
tational system unworkable so long as these policies diverge 
into as many directions as there are nations. 

Confronted with this situation, a return to the automatic 
gold standard is, to say the least, precarious. 

An alternative course lies along the path we are currently 
pursuing—international collaboration through exchange 
stabilization funds. So far as short-run disturbing influences 
are concerned, the function of the funds is a comparatively 
tasy one. But long-term exchange stability is not possible 
without securing international equilibrium. We have reached 
a point of international interdependence at which enlight- 
med nations must realize that their own internal security is 
bound up with international stability. An important indus- 
trial nation may, with its tariff policy, build up an increasing 
disequilibrium which will finally wreck the international 
structure. No less is this true of monetary and finance poli- 
des. On more than one occasion during the last 16 years the 
United States has been, so to speak, a bull in the international 
thina closet. Nor have we been the only sinners. 

It should be the function of international collaboration be- 
tween the stabilization funds to maintain exchange stability 


for a considerable period beyond the point at which it be- 
came reasonably evident that long-term disequilibrium was 
developing. 

It should be possible to achieve over prolonged periods 
substantial stability of exchange rates, leaving in the system 
sufficient flexibility to provide, in the event of utmost neces- 
sity, a moving equilibrium—one that takes account of funda- 
mental disparate trends in the national economies too deep- 
seated to be removed by internal adjustments. 

The overshadowing difficulty which such a system must 
face is, I think, the impact upon the monetary structure of 
the demands of labor. Can democratic institutions exercise 
the needed restraint on the pressure for higher wages to make 
the price system workable? Will the labor movement be able 
to develop sufficient self-discipline to prevent periodic break- 
downs in the money economy? Labor will not brook a fixed 
gold standard that requires from time to time deflationary 
readjustments. But what is the alternative? If the door is 
opened to devaluation, to currency readjustment, every time 
labor presses its claims, will not a vicious spiral be set up 
which must end in the chaos of inflation? The fact is that 
controlled monetary flexibility no less than monetary rigid- 
ity, presents grave dangers and pitfalls. Yet it is probably in 
this direction that we shall be compelled to seek our salva- 
tion. If we cannot learn, through compromise and self-re- 
straint, to solve this problem, democratic institutions will be 
in the end forced to give way. 

' The degree of success attained by future monetary man- 
agement will, in large part, determine the extent to which 
the system of private enterprise can continue to operate 
under a price economy as distinguished from that of au- 
thoritarian states. It is for democratic countries that the 
institution of money is of overshadowing importance. Totali- 
tarian states have more significant instruments of control. 
For them, money can quite readily be reduced to a mere unit 
of account. 

But for democratic countries money is an essential in- 
stitution. Only through its functioning can individual 
choice in economic decisions be preserved—Atvin H. 
HANSEN, Professor of Economics, University of Minnesota, 
before AMERICAN Economic ASSOCIATION. 


Transmutation of the Gold Standard 


INTROL over the currency under the pre-war automatic 
gold standard system was very simple. Gold came to the 
Treasury of the United States and at a fixed rate one re- 
ttived for it either gold coin or gold certificates at his pleas- 
ue, and when gold was needed to take out of the country or 
other purposes gold certificates could be presented to the 
1 and the gold was automatically given in exchange 
em. 
In European countries central banks in general would 
their notes freely in exchange for gold and would give 
® gold in redeeming their notes. Gold moved in and out of 
tountries in moderate amounts in settling international 
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balances. As it moved out of a country it was withdrawn 
from central banks by a process which reduced the reserves 
of the commercial banks of the country and tightened the 
money market. The higher interest rate tended to check the 
outflow of gold and the process was self-limiting. Gold com- 
ing into a country increased the available supply of bank 
reserves and lowered interest rates, which again tended to 
make the process self-limiting. 

Each money market defended its own gold, primarily by 
discount rates. The country which was expanding credit too 
rapidly was pulled up by loss of gold to the rest of the world 
before it had gone too far. We have today, however, with the 
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suspension of these automatic arrangements in most parts of 
the world, no such definite consequences from the interna- 
tional movement of gold. 

The new institution of stabilization funds has complicated 
the matter in a way that needs explanation. The need for 
this is the greater since stabilization funds do not work the 
same way in all countries. The British stabilization fund was 
not created out of gold but out of public debt. Our $2,000,- 
000,000 stabilization fund was created out of the so-called 
“gold profit” resulting from the devaluation. The British 
stabilization fund was created for the purpose of reducing 
fluctuations in sterling rather than for the purpose of creating 
a definite rate, although in fact sterling has been held in 
fairly close relation to gold for three years. 

Our stabilization fund created, not out of Government 
debt, but out of gold itself, worked in a very different way. 
It got its dollars only by depositing gold certificates with the 
Federal Reserve banks, and as it drew against these deposit 
credits it increased the reserves of the commercial banks of 
the country. The gold certificates of our stabilization fund 
could not be used without increasing our excess reserves. 
The institution of our stabilization fund, therefore, did not 
alter the fact that incoming gold increased bank reserves and 
outgoing gold had the reverse effect. 

Alarmed at the continued inflow of foreign gold, our 
Treasury has lately adopted the policy of undertaking to 
“sterilize” this gold as far as effect on our own money 
market is concerned, not by issuing new money against it, 
but by borrowing money from the commercial banks with 
which to buy it. The gold thus purchased does not add to the 
credit base. If our bank reserves were not excessive, this 
operation would tend, as is the case in England, to tighten 
the money market as the gold comes in. But with our present 
great excess reserves it has no effect on the money market 


other than to increase the already excessive volume of com 
mercial bank deposits. It is an interesting experiment though 
I believe only a temporary palliative, because it is unlike! 

that the Treasury will feel justified in borrowing very re 
sums of money for this purpose. 

The British stabilization fund is understood to have about 
£375,000,000, or roughly $1,875,000,000, of government 
securities which it can use in this way. If our Treasury is pre- 
pared to go as far as this, of course it could meet a continued 
gold inflow of very important magnitude by this method, 

Obviously, if the British Government is to accumulate 
gold through public borrowing to the extent of $1,875,000. 
000, and if our Government is prepared to accumulate in 
addition to the gold already in the stabilization fund, a 
further vast sum of gold with the proceeds of public borrow. 
ing, we have a great intensification of what we must already 
characterize as a new and very significant thing in the world. 
Such vast sums in public treasuries, handled in the spirit of 
trustees who look to the long future, might prove a very 
efficacious method of holding back and spreading out through 
the years the consequences of the devaluations that have 
taken place in the currencies. But such trustees would have 
to have a far longer vision than governments have ever yet 
manifested, and a far greater independence than either auto- 
crats or parliaments have ever allowed public treasuries, 
They would have to resist demands for radical reversal of 
policy at every sign of lagging stock market or business re- 
cession. They could, of course, neutralize in a moment any 
effort made by our Federal Reserve System or by central 
banks to tighten up money in a period of boom. 

I do not undertake to solve the problem here or to make 
predictions. I present the M. Anner- 
SON, JR., Economist, The Chase National Bank, New York, 
before the Cu1caGo ASSOCIATION OF COMMERCE. 


It’s Hard to Plan with Planned Economy 


UR citizens have decided that the central Government 
must undertake the solving of their economic problems. 
Under the circumstances we may well be confident that 
for many years to come we shall choose each four years on 
election day not merely a President over our politics, but a 
President over our economics. This is the paramount business 
development of our time. It is a condition which must con- 
trol our attempts to forecast business developments both for 
the long-term and for the short-term. It means that politics 
has assumed command over economics. 

In this recovery business men have waited until profitable 
business has developed, and now they are increasing their 
facilities as fast as the volume of profits seems to warrant. 
The resulting irregularity of improvement has been so 
marked that some important parts of our business activity 
are still at low depression levels. Some are still below the 
bottom levels of the depression of 1921 which, while short, 
was the most severe that we had ever experienced up to that 
time. 

It is an impressive fact that in 1936, the fourth full year of 
recovery, the volumes of new factory building, of new com- 
mercial building, of public utility construction, of new rail- 
road equipment, and of new corporate financing, were all 
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below those of the lowest year of the depression of 1921. 
These conditions are particularly noteworthy in view of the 
fact that our population then was 20,000,000 less than itis 
now. They emphasize the retarding effects which may result 
from the tendency of managed economics to make future 
planning difficult and dangerous. Probably business forecast- 
ing in the future will largely consist of political interpretation 

We are at present well along in the process of recovery, and 
the rest of the world is still farther along. Recoveries are like 
depressions in that when they once get well started they 
acquire momentums that are almost physical in quality. 
This fact warrants us in reaching some general conclusions 
about the prospects for business in 1937 despite our new 
condition of managed economics. 

The conclusion that seems justified is that general busines 
will be better in 1937 than in 1936, in spite of the unrest that 
prevails in much of the world, the labor difficulties whid 
may develop here, and the new legislation that the Congress 
may enact. 

It seems entirely probable that the volume of new col 
struction will continue to increase. It is easy to demonstrate 
statistically that we should be entering upon a building boom, 
but that appears to be unlikely. Building booms develop 2 
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gsidential and commercial construction when rents are high 
s compared with costs of labor and materials, and they de- 
relop in factory building when the volume of new corporate 
fpancing is high. None of those conditions now maintains. 

This country needs immense amounts of new construction 
g almost all types, but the conditions necessary to supply 
ihe demand have not developed. We should expect continu- 
ing increases, but no real boom as yet. 

Probably it would be of little value to attempt to forecast 
in greater detail the business developments that seem likely 
to take shape in 1937. More important questions are those 
rating to the general conditions under which business will 
iedone in 1937 and in future years under a system of managed 
sonomics. A general answer to those questions may be de- 


rived from the apparent fact that the American people truly 
believe that their Government has discovered a method for 
overcoming depressions, and for creating prosperity. 

Since it seems to be literally true that most of our people 
sincerely believe that the Government has found out how to 
do these things it follows that they are quite justified in de- 
manding that the authorities at Washington should do them 
now, and what is more important, that they should con- 
tinue to do them in the future. 

What this really means is that by the logic of events our 
national Government stands committed to maintain con- 
tinuous prosperity.—LEONARD P. AyrEs, Vice-president, The 
Cleveland Trust Company, before the CLEVELAND CHAMBER 
OF COMMERCE. 


The Price and Interest Tide 


E prospects are strong, in my judgment, that we are 

facing a period of rising commodity prices which will 
utimately carry the price level to something like twice the 
height it is today. The inflationary forces that will push up 
the price level have not yet gotten into full effect, and we are 
now in the temporary period of monetary and credit glut 
and resulting low interest rates, which usually precedes a 
strong upward movement of commodity prices—a move- 
ment that is usually followed by advancing interest rates. 

The present situation is in many respects like that of the 
year 1915, when interest rates were low because of the 
temporary redundance of moneyed capital and before the 
great World War upward movement of commodity prices 
had gotten into swing. 

Whenever, as a result of governmental cheap money 
policy, a strong upward movement of commodity prices gets 
into full swing, the policy breaks down, because it increases 
the momentum of rising prices, and tends to engender a flight 
from the dollar. All this causes an upward swing in interest 
rates that no repressive measures on the part of the govern- 
ment can stop. As well try by governmental action to prevent 
the tides from rising under the gravitational pull of the 
moon. Witness the advances in interest rates that accom- 


panied the post-war inflation in Central Europe, or in a 
much milder form witness our own experiences in the United 
States from 1915 to 1920. 

From the standpoint, therefore, of economic theory and 
financial history the evidence, I believe, is strong that this 
country in the not distant future will experience a period of 
rising interest rates. Anything approaching an exact timing 
of this rise, however, is impossible because it will depend not 
only upon economic forces but upon such intangibles as 
movements in mass psychology, in confidence and in politics 
both at home and abroad. My prophesies are twofold: 

I. We shall have in the United States during the years 
immediately ahead a pronounced rise in the level of com- 
modity prices. 

II. This rise in the level of commodity prices will be ac- 
companied or followed by substantial advances in the levels 
of interest rates, which will result in lower market prices for 
high-grade long-term bonds than those now prevailing. 

If these prophesies are based upon sound reasoning they 
should be a matter of serious concern to the entire American 
public—Epwin W. Kemmerer, Professor of International 
Finance, Princeton University, before the Mid-Winter Con- 
ference of the NEw JERSEY BANKERS ASSOCIATION. 


Uniform Financial Statements 


MAY have expressed the belief that the Securities and 
Exchange Commission is in a position to make sub- 
stantial contributions in the direction of more uniform ac- 
counting practices and more general acceptance of sound 
accounting principles. Also, when we note the number of oc- 
casions writers on accounting and financial subjects find for 
referring to the attitude of the Securities and Exchange 
Commission with respect to accounting matters, we can not 
fail to be impressed with the seriousness of the responsibili- 
ues with which the Commission has been charged. This is a 
Henging opportunity but the anticipated results can be 
realized only if the members of the profession and the Com- 
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mission work together in the formulation and execution of 
sound policies. 

In approaching the solution of the accounting problems 
confronting it under the Securities and Exchange Acts, it 
seems to me the Commission had several lines of action open 
to it. First, it might have attempted to lay down definite 
rules and regulations relating to accounting matters to be 
followed by all persons registering securities with the Com- 
mission. To have followed this procedure would have been 
virtually impossible, even if it had not been undesirable. 
The ramifications of accounting are so extensive that to have 
attempted to follow this procedure would have been a super- 
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human task and could not have resulted other than in the 
formulation of a series of regulations which, in many in- 
stances, would, undoubtedly, have been premature or un- 
sound. 

Second, the Commission might have adopted a positive 
position upon each accounting question as it arose, thereby 
establishing a principle to govern subsequent cases. This also 
would have been subject to the same weaknesses as the pro- 
cedure previously mentioned. 

Third, the Commission might have undertaken to study 
each registration statement with a view to having the finan- 
cial data presented in such a manner as the Commission 
might deem preferable in the individual case. Such a pro- 
cedure would have led to inconsistencies, detracted from the 
comparability of statements and only added to an existing 
lack of uniformity in accounting procedure. 

A fourth course was that of studying the individual state- 
ments to determine whether the methods followed in their 
preparation are generally recognized and if not, to cause the 
statements to be amended in accordance with generally ac- 
cepted principles. It is this approach that the Commission 
has chosen to follow in the belief that it constitutes the most 
practicable procedure. 


Consistent with this policy, the Commission has refraj 
so far as possible, from prescribing specific rules relating to 
the presentation of accounting matters and statements ma 
for the most part, be filed in such form and using such 4 
erally accepted terminology as will best indicate their signif 
cance and character. 

Since most of the required financial statements must be 
certified by independent public or independent certified pub. 
lic accountants, the practical effect of this provision is to 
leave the responsibility for the way in which the presentation 
is to be made, with certain expressed limitations, to the audit. 
ing accountant. 

What the future policy of the Commission will have to be 
I am not prepared to say, but we are reluctant to undertake 
the prescription of principles to be followed except as a last 
resort. It is hoped the profession will itself develop greater 
consistency in the many places where uniformity appears 
essential to avoid confusion in the presentation of financial 
data and you may be assured the Commission stands ready 
in whatever way it can, to assist the profession in accomplish. 
ing this purpose.—Carman G. Bioucu, Chief Accountant, 
Securities and Exchange Commission, before the New Yorx 
STATE SOCIETY OF CERTIFIED PuBLIC ACCOUNTANTS. 


Know Your Costs 


pees accounting as far as banks are concerned is still in its 
infancy. The first real effort in bank cost accounting 
was made in connection with commercial accounts and most 
banks today are charging for such services. In many banks 
this income has resulted in taking the commercial depart- 
ment out of the deficit column. 

A great many customers with small savings accounts are 
bringing banks an unduly large amount of activity and, if a 
careful analysis of this department were made, we would dis- 
cover that we have a situation here quite similar to that 
which we had in our commercial department, and that we 
must in the near future do one of two things—either find a 
method of reducing the activity on such accountsas these, or 
ask these customers to reimburse us for the losses which we 
sustain in connection with their accounts. 

In most loan departments we would find that most of the 
small loans were costing us more to operate than the total 
amount of interest that we receive on these loans. 

We have another trying situation in connection with the 
estates trust department. Generally speaking, I think, it is 
fair to say that we are handling a lot of business for cus- 
tomers of small financial resources on a pure accommodation 
basis. An adequate job of cost accounting in any bank, by its 
very nature, necessitates a well developed system of expense 
accounting. This is set up in most instances on a depart- 
mental basis. 

There are two types of expense that enter into item costs, 
namely, direct expense and indirect expense. Departmental 
expense accounting simplifies the problem of determining 
what expense should be used in this work. Naturally you 
must be able to segregate the expenses of any given depart- 
ment from the other expenses of the bank before you can 
determine the cost of items handled in that department. 
Some of these accounts have special requirements that add to 
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their cost. In other instances we are permitted to handle 
items in such a way that the cost is materially less than 
that on an average account. 

On the whole, although we will want to know what the 
average cost of handling any item is, the thing that. we are 
most interested in is to know what it costs us to handle 
items for an average customer, because our service charges, 
which affect this type of customers the most, should be 
adequate to meet this cost. 

In order to allocate properly the total item expense be- 
tween the various types of items, we must secure a careful 
count of all items handled and must make careful and ade- 
quate timing tests to determine the length of time required 
to handle different types of items. The results of recent tim- 
ing tests in our bank were as follows: 

Commercial Savings 
481% Seconds 33% Seconds 
* 


Deposits with cash 
Deposits without cash 


Savings withdrawals 

Savings posting 

Commercial posting items 
Posting per account-commercial 


New accounts 6min.:734 sec. 4min.:144se. 


These time ratios give a weight that you can apply to each 
type of item handled in any single department. 

Very few banks have extended their cost analysis to their 
loan departments. Under present conditions a study of these 
departments will reveal some most interesting results. 

If we are going to doa good job of cost analysis in our banks, 
we must have a reasonably adequate set-up of departmental 
expense accounting.—Car.es D. GaBLE, Assistant Comp- 
troller, The Cleveland Trust Company, before CLEVELAND 
CONFERENCE OF AUDITORS AND COMPTROLLERS. 
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Pedestal Complex 


UBLIC relations is perhaps one of the most neglected 
Pitds in bank management, and none is more important 
financial institutions at the present time. While general 
onfidence has returned markedly in the four years following 
ihe banking holiday, there is still much money hoarded in 
gfe deposit vaults and other hiding places, and in postal 
avings, which rightfully belongs in the banks. This, how- 
wer, is only one phase of the public relations problem. It is 
ihe duty of banks to help their communities to understand 
ihe importance of banks in their daily lives, and the many 
mys in which they can be of real service. 

There is as much misunderstanding regarding the impor- 
tance of public relations in large banks as in smaller institu- 
tions. True, the former have business extension departments 
yhose prime responsibility it is to contact outside the bank 
cistomers as well as prospective customers. But even there, 
these departments have difficulty in getting the officers, 
especially the seniors, away from their desks and into the 
ofices and plants of their friends. And there seems a natural 
antipathy between credit departments and new business 
departments of most banks, particularly on the part of the 
cedit men. They take the attitude that they are “watch- 
dogs” of their bank’s funds, which they must guard against 
the would-be sallies and depredations of the new business 
department, rather than extending full cooperation. 

Since large institutions, because of their size, can afford a 
staff of specialists in the public relations field, they actually 
accomplish more in the way of cultivation than the smaller 
institutions, where contact work must rest primarily on the 
active officers. Most bankers, large or small, agree to the de- 
sirability of such activities, but how many direct to them a 
proper amount of thought and effort? I present the challenge 
“Are we bankers lazy?” I think, by and large, we are. Our 
services must be better than our claims—consistent consid- 
eration of the customer, personal contact, cultivation of 
friendships. We must be constantly on the job. 


A Small Bank’s 


JARNING assets of banks have undergone very definite 
changes. 

Loans are scarce and bankers almost everywhere are on 
the alert, anxious to find good loans. However, country banks 
have not suffered quite as much as the larger banks. It is true 
that their loans have declined, but country banks are de- 
pendent largely, directly or indirectly, upon the farmer for 
their loans, 

Many bankers find that by working and spending a little 
more time with an applicant these days, loans which at first 
sem almost hopeless, can be whipped into shape and made 
safely. At the same time, when competition is so keen and 
leans so scarce, it seems to me that there is presented the 
temptation to make loans which later we shall regret having 
made. In the light of our past experiences, I believe that 
country banks should guard especially against at least three 

ts that have caused us trouble. 
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Perhaps, though we profess otherwise, we have too deeply 
inculcated the old “pedestal complex”’, that business should 
come to us. We must realize that we are merchandisers of a 
commodity—credit. As this commodity is an intangible, it is 
the most difficult type to sell. Our money is no better or more 
desirable than another bank’s. We cannot compete on a 
quality basis, therefore, and should not, save perhaps in rare 
instances, attempt to do so on a price basis, that is, under- 
cutting rates. We can assume that the fundamentals in 
sound credit are not overlooked. 

At the American Bankers Association convention in San 
Francisco last Fall, the president of one of the largest bank- 
ing corporations broached in conversation with me an un- 
usual angle to the public relations problem, based upon 
research which he has made. It seems worthy of thoughtful 
consideration because of its deep importance—that a bank 
must be rebuilt about every 15 years. 

The average mortality among business concerns and in- 
dividuals requires their replacement by new customers that 
a bank may merely “hold its own” over this span of years. 
In those companies which continue, the turn-over of active 
officials themselves may result in a loss or division of the 
accounts unless the successors are tied in as they reach posi- 
tions of importance—or preferably while on their way up. 

Another angle is the official turn-over within the bank it- 
self—present officers retire or otherwise pass from the pic- 
ture, so that new official contacts must be made by those 
growing up within the institution. It is this last thought that 
presents the real challenge to the staff—which of them, 
through cultivation of business now on the books will be the 
“tie-in” —the officers handling the important accounts 15 
years hence. This idea has been found a real inspiration to 
the employees and is worthy of considerable additional 
development.—Dun C. President, The American 
National Bank of Kalamazoo, before the Mid-Winter con- 
ference of the WISCONSIN BANKERS ASSOCIATION. 


Field of Service 


The first is in placing too large a portion of our funds in 
loans, in such a way that they will not be available should 
we need the money. Second, making loans too far from the 
front door of the bank, unless they are well secured. Third, 
as I see it, is in large loans. It does not hurt so very much to 
lose a $100 loan, but the loss of a large loan to a country bank 
can often mean the difference between a dividend and no 
dividend, especially when profits are lean. 

With the change in the character of earning assets, prac- 
tices have also changed. A few years ago, we would have been 
surprised, if not shocked, if some of the large banks had 
made three to five year loans at low rates to corporations for 
the purpose of retiring the funded debt of these corporations; 
yet today they are doing just that, and the practice is ac- 
cepted as a sound and profitable lending policy. 

Of course we in country banks do not have many oppor- 
tunities for loans of this kind but there are four types of 
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loans which I believe do offer opportunities and likewise will 
constitute a sound and profitable lending policy. 

The first of these is the insurance loan: loans against the 
cash value of life insurance policies. 

The second type of loan that I have in mind is the so-called 
consumer loan: financing automobiles, farm equipment and 
household appliances. 

The third type of loan is the regular real estate loan. Real 
estate loans should be made only from time deposits. In dis- 


FEEL it in my bones that you must soon face up to a 

more direct solution of the states’ problem by well- 
considered constitutional amendments. Your long-range 
problems must sooner or later be solved without having to 
consider the fortuitous substances of artificial state problems. 
A new kind of centralization of economic function and a new 
kind of decentralization of administrative are both wanted 
simultaneously. 

Next to function comes mechanism. You must face sooner 
or later the civil service problem. A highly trained expert 
service greatly respected and trusted and free from all po- 
litical ambition or fear would turn many of your well-con- 
ceived legislative efforts from half-hearted practical meas- 
ures into real successes. You cannot get this in a day. But 
you can get a long way to its establishment in five years and 
it will reduce your constitutional problem to much smaller 
dimensions. 

In your international trade outlook the wise and far-seeing 
policy of Mr. Cordell Hull in trade agreements fills me with 
hope for a joint effort for liberty which will lessen the risks of 
war antagonisms and widen world prosperity. 

The most puzzling features of your position to us are, first, 
the currency basis, and, second, the labor outlook. In 1936 
you continued the business expansion by a volume of pro- 


— a business standpoint, this country is going through 
a transition period, some phases of which are different 
from anything in the past. Since I have been actively in 
business, we have passed through five depressions, but the 
last one was the longest and more severe than all the others 
combined. In each instance I think our country came through 
stronger and better than before. 

In recent months we have shifted from a low business level 
to a very high business level. It seems in most lines we are 
approaching a sellers’ market instead of a buyers’ market. 
Prices are advancing more rapidly and are likely to continue 
to do so. One of our great problems is whether or not we shall 
have an orderly activity in business or a run-away market. 
The latter would be most unfortunate. 

This is the first time in the history of this or any other 
country in which the problem of too much money and too 
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A British View of How We're Doing 


Seriously, There Is Too Much Money 


cussing a loan application of any kind with a discount com. market. 
mittee almost invariably this question is asked: “Has qh, fg time an¢ 
applicant any real estate?” It is a recognition of the basic The G 
worth of real estate as security. taken st 
The fourth type is the Federal Housing loan. These | wo requil 
at first slow to develop, are rapidly gaining popularity among jo increa 
banks andarerecognized as desirable-—GitEs H. Miter, jr. about oF 
Cashier, Culpeper National Bank, Culpeper, Virginia, Ln, ihis in th 
fore Group II, Vircmnta BANKERS ASSOCIATION, shen th 
is now € 
Possil 
Govern! 
ports. 
duction 14 per cent greater than in 1935 and you were only 
10 per cent short of 1929. It is difficult not to call this pros. 
perity. But with all this your unemployment figure, put at 
10,000,000 by some authorities, is puzzling and disturbing, 
If wage demands become too insistent, confidence in E 
private business may not extend rapidly enough. ing 
You are anxious to avoid the dangers of crude inflation The 
with your enormous increase in the basic money supply. It’s place,’ 
doubled since 1930, so that I don’t look forward to more than § and cr 
a very modest increase in industrial activity and in employ. J tospet 
ment during 1937. and af 
How long you can go on without any of the adverse effects fess 21 
of the inflationary movement and how you will ultimately J es”, 
face the consequences are matters for deep consideration, § the A 
Some fear has been expressed lest the large increase of § eve) 
foreign holdings of securities in your country should endanger J rathel 
your currency stability in the event of quick withdrawal, § obliga 
Equalization funds on both sides will take the first shock of He 
such a movement in any case, but recent investigation has § SPrinj 
shown that the holdings are so widely spread and are so well § lives 


based in securities on investments of a permanent kind that 
a real run on your financial position by wild selling is most 
unlikely —Smr Jostan Stamp, director of the Bank of Eng- 
land, in a radio broadcast from London. 


much credit is becoming a serious one. In all our history 
there has never been such a large basis for credit expansion 
as we face now. Take one phase only—the amount of gold 
mined in the world. Measured in our dollars it is nearly three 
times the amount it has ever been before. New gold is being 
mined at the rate of $100,000,000 per month. About one- 
half of this gravitates to the United States. This alone would 
support a credit expansion equal to $6,000,000,000 per 
annum. Add to this all the other elements of credit expat 
sion and we are annually having a tremendous increase in our 
credit facilities. This will undoubtedly raise prices, especially 
on commodities, real estate and common stocks. 

Banks which are members of the Federal Reserve System 
and which hold Government bonds, can take them to the 
Federal Reserve bank at any time and borrow currency t0 
the extent of the face value of the bonds, regardless of the 
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market. While this has never been done, it can be done at any 
‘ime and of course is an element of credit inflation. 

The Government is conscious of all these matters and has 
taken steps to reduce our credit facilities. The first step was 
io require all member banks of the Federal Reserve System 
increase their reserve, which meant taking out of the banks 
sbout one and a half billion dollars and in a way sterilizing 
ihisin the Federal Reserve System, of course, to be returned 
shen the country needed it. Further increase of this reserve 
is now expected. 

Possibly the most effective method resorted to by the 
Government is what is known as sterilizing of our gold im- 
ports. This process is entirely new to this country. When 


gold was imported in the past it was usually deposited in 
some bank. Under the law, this bank was required to turn it 
over to the Treasury and the Treasury issued a corresponding 
amount of currency, with which payment was made. This in- 
creased our circulation to the amount of the gold. Under the 
new process the gold is paid for, but is paid by the Govern- 
ment borrowing from the banks or the Federal Reserve 
System a corresponding amount and this gold is put in the 
Treasury under a separate account and no new currency is 
issued; later, currency can be issued and the obligations of 
the Treasury retired to the amount of this so-called sterilized 
gold.—T. R. Preston, President, Hamilton National Bank, 
Chattanooga, before the CHATTANOOGA Rotary CLUB. 


The Country Banker’s Faith 


_ role of the country bank in the stabilization of bank- 
ing is of major importance. 

The country banker is doing a lot of thinking. In the first 
place, he is thinking of the causes of certain of our monetary 
and credit problems. He knows that the depression was due 
tospeculation, excessive inflation, over-expansion of industry 
and agriculture, abnormal credit, and unwise loans by reck- 
less and get-rich-quick men who called themselves “ bank- 
ers”, who turned over a large percentage of the savings of 
the American people to greedy foreign governments which 
even yet prefer to increase their expenditures for armaments 
rather than make the slightest effort to meet their financial 
obligations. 

He knows that these conditions were the illegitimate off- 
spring of war and that it was war, with its destruction of 
lives and property and industry, that brought such cruel 
punishment to helpless millions of people in this and other 
countries. The country banker knows that war does not pay 
whether it is financed by taxation, or by the issue of irre- 
deemable paper money, or by borrowing. 

The country banker is going to fight for peace. Thereby, 
he is going to be a stabilizing factor of supreme importance. 
For there can be no stability in money or in banking so long 
as the world is afflicted by war and international strife. 

The country banker has been thinking about the function 
of gold in the monetary system of today. Like his city cousin, 
the country banker does not know much about the gold 
standard; yet, as a matter of practice he learned years ago 
that gold can serve as a standard of value without being used 
as a medium of exchange. Thereby, he learned the basic 
principle of a managed gold standard. 

The country banker has been thinking profoundly about 
bank credit. He was informed that credit can be controlled 
effectively by changes in the rediscount rate and by open 
market operations. Yet from experience he learned that in- 
creases in the rediscount rate did not check speculation and 
gambling in the stock market, but instead penalized the 
legitimate borrowers who looked to him for the credit neces- 
sary to create economic wealth. He learned also that open 
market operations were ineffective against the forces of in- 
flation prior to 1929, and ineffective to an even greater de- 
gree against the forces of depression after 1929. 

One of the greatest threats to stability in banking today is 
the excessive ownership of Government bonds by the banks. 
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Yet an analysis of this ownership in the November 1936 issue 
of the Federal Reserve Bulletin reveals that more than 
$10,500,000,000 of these bonds are in the portfolios of city 
banks. It is not difficult to discover the reason for this. In the 
days when it was taken for granted that a chicken was in 
every pot and two cars were in every garage the country 
banker was persuaded by his city cousin that he ought to 
have a secondary reserve in the form of bonds. Even bank 
examiners told him he needed bonds. As a result he bought 
bonds. From bitter experience he learned that his losses on 
these purchases of bonds often wiped out his entire capital 
and surplus, even though his loans were virtually 100 per 
cent good. It is but logical, therefore, that he should now 
prefer to confine his extensions of credit to business men in 
his community with whom he is in close contact and whose 
notes have proved to be a superior investment to a portfolio 
burdened with a secondary reserve of bonds. He may buy 
bonds occasionally, but the time is past when he can be sold 
bonds. 

The country banker is thinking about certain problems of 
bank management and organization. What is his position in 
the banking system of this country? The non-member coun- 
try banker has been sincere in his past opposition to member- 
ship in the Federal Reserve System, but if we are diplomatic 
and fair I feel confident that we can look forward to the time 
when all banks in this country will join the Reserve System 
voluntarily. 

Today, the country banker who is forced to charge ex- 
change on checks is studying the question of service charges 
in order that the clearing and collection of checks may be 
done at par and hence more economically and efficiently than 
at present. He is developing a keen interest in research and 
cost accounting. 

The country banker is likewise finding it expedient and 
profitable to enter the field of consumer credit. A spirit 
of friendly helpfulness prevails in the average country 
bank. 

Unless one is in intimate contact with him it is impossible 
to appreciate the position of the country banker in his com- 
munity. He is friend and adviser to the humblest client. The 
country banker has ever been on the frontier of American 
progress.—Roy L. Garis, Associate Professor of Economics, 
Vanderbilt University, before the SocrETy FoR STABILITY IN 
MONEY AND BANKING. 
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a path of American progress through 150 years of in- 
dustrial history is strewn with disproved and discarded 
warnings that the end of industrial growth had been reached 
and that the time had come to freeze the economic system 
and divide the current jobs and income evenly throughout 
the population before retrogression began. It is time that the 
pessimistic philosophy of the depression of the 1930’s be 
added to the discarded doctrines of the past. 

Between 1899 and 1929 the volume of production of the 
manufacturing industries increased more than 200 per cent, 
although the population increased only 62 per cent. The rise 
in the last decade before 1929 was as great as in the two 
previous decades, although the population growth was less. 
It has been normal for the production curve of American 
industry to rise. Periods of abnormally small growth or de- 
cline have always been followed by compensating periods of 
vastly greater expansion. If history repeats, as it always has, 
the decline since 1929 will be made up in greater expansion 


er department is a little universe all by itself. 
Under its administration is property of every kind and 
character—real and personal, tangible and intangible, 
liquid and frozen, productive and unproductive, rural and 
urban, vested and contingent. Among its customers are 
people of every kind and character—rich and poor, young 
and old, learned and ignorant, wise and foolish. Among the 
terms of its trust instruments are provisions of every kind 
and character that the wit or wisdom or eccentricity or even 
the fanaticism of men can conceive. There is no known 
service with respect to property or person that sooner or 
later a trust department will not be called upon to render or 
to find someone to render. Consequently, there is no known 
art, skill, experience or judgment possessed by a bank of- 
ficer or director which in course of time will not be in de- 
mand in his trust department. 

Thus, the trust institution offers an unparalleled op- 
portunity for the exercise of every conceivable kind of busi- 
ness talent. Likewise, it offers an equally unparalleled op- 


HENEVER management and labor reach an impassé 

that provokes a widespread strike, the American 
woman is the one who is “whipsawed”’. She pays the bill. 
She takes most of the loss and endures much of the suffer- 
ing. It is incumbent upon her in this day and age to take a 
more active interest in labor relations—for they have a di- 
rect effect on her income and on her happiness. 

Women stockholders, the wives of jobholders, and women 
consumers have an important partnership in industry and 
it is important that they have an understanding of some of 
the fundamentals. Industry in this country was created and 
has flourished through cooperation of capital and labor. 

Big strikes hit the American woman in the pocketbook, if 
not as an investor, or a jobholder, or wife of a jobholder 
directly affected, then as a consumer. She buys thousands 
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Pessimists Always Retreat 


There’s Something about Trust Work 


Women Pay for Strikes 


in the late 1930’s and 40’s than the United States has ever 
experienced. 

A point which is often overlooked in connection with 
factory production and employment is that there is an ab. 
solute limit beyond which employment does not, and need 
not, rise; whereas we know no limit for industrial production, 
Production is as limitless as man’s wants and our ingenuity 
to develop products to fill those wants. Employment, how- 
ever, does not rise above 40 per cent of the population. The 
remaining 60 per cent of the population consists of women 
children in school, and the aged who are retired. The level of 
400 workers per thousand population was maintained most 
of the time between 1910 and 1930 and that level was 50 per 
cent higher than the level of 100 years earlier when only 270 
per thousand population sought employment in normal 
periods of prosperity.—JoHn W. O’LEary, President, Ma- 
chinery Institute, before the BrrmincHam, Alabama, 
BER OF COMMERCE. 


portunity for the rendering of every conceivable type of 
personal service. In these rare combinations of economics 
and service, of property and persons, of benefactors and 
beneficiaries focusing in the trust department are the su- 
preme opportunities for the exercise of our gifts and the 
satisfaction of our desires to be useful men. 

What a satisfaction it will be to a conscientious, public- 
spirited, humane bank officer or director at the end of his 
active career to contemplate his part in trust business and in 
trust service, when he thinks back over the estates he has 
helped to conserve, the homes and families he has helped to 
hold intact, the children he has helped to educate, the 
careers he has helped to start, the comforts he has helped to 
provide for the aged and infirm. Standing alongside the trust 
officer, each may find himself saying with Aeneas, “All that 
I saw and part of which I was.””—GILBERT T. STEPHENSON, 
Director of Trust Research, Graduate School of Banking, 
before a conference of the ComMITTEE ON TRUST FUNCTIONS, 
New York STATE BANKERS ASSOCIATION. 


of automobiles annually and influences the purchase of 
many thousands more. Anything that interferes with pro- 
duction increases the difficulty of producing at a profit, 
makes for higher prices and delays distribution. 

As a consumer, in that sense, hundreds of thousands of 
American women will have to pay part of the strike bill at 
General Motors. Women own 16 per cent of the common 
stock and 23 per cent of the preferred stock in this corpora- 
tion. 

To those woman investors, to the wives of striking 
employees, to the woman investors and wives of employees 
in many related industries, to the consuming public, this is 
matter of extreme importance.—CATHERINE Curt1s, Na- 
tional Director, Women Investors In America, Inc., before 
the BRONXVILLE (N. Y.) Women’s CLuB. 
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A Glutton 


electric industry has always been a growing one and 

it is such a glutton for capital. Every dollar of additional 

earnings of an electric utility requires $5 or $6 of new 
capital for generating plant and distribution facilities. 

The private utilities have from time to time been bitterly 
sriticized as being “vested interests” which through their 
nonopoly gouge the public with high rates, and the intima- 
ion is advanced that this monopoly has been somehow 
grasped from an unsuspecting public. Such statements over- 
ok the economics of the situation. 

The economic reason why the electric industry has to be a 
monopoly lies in the relatively high investment required. 
The average capital invested in all industry in this country, 
based on the last census figures, is 71 cents per dollar of an- 
qual gross revenue. In general industry, therefore, compe- 
tition which is desirable in order to produce the greatest 
eficiency, does not affect a proportionately large investment 
of capital; or at least the relative amount of it is such that in- 
vestors are frequently willing to risk it in a competitive 
enterprise. In the case of the electric industry, however, the 
capital required per dollar of annual gross is eight times as 


for Capital 


large as with industry as a whole, and such an amount 
of capital the investor dare not risk in a competitive enter- 
prise. 

It is the realization of this unavoidable high investment 
ratio which has led to the standard practice of making the 
electric utilities a regulated monopoly—regulated so that no 
more than cost is charged for the service, a monopoly in 
order both to avoid the waste due to duplication of large in- 
vestment, and, by thus protecting the investor, to induce 
him to invest his capital in such enterprises at the lowest 
feasible rate. 

The question of municipal ownership of the electric service 
in our cities has been emphasized by political pressure far 
beyond its true importance to the average citizen. As the 
present conditions show, after decades of experience with 
thousands of cities, the cost of electricity for the ordinary 
householder is but 2 per cent of his budget and, after allowing 
for the tax exemption which municipalities enjoy, household 
rates are actually higher with municipal than with private 
operation.—C. W. KeEttocc, President, Edison Electric 
Institute, before INVESTMENT BANKERS ASSOCIATION. 


Losses and Income Tax Returns 


paid loans become doubtful but not positively bad. 


4. Real estate written down 4. Loss, if any, may be 


Sometimes such items as these were ordered charged off 
by bank examiners but no reduction in income taxes was 


allowed. 


Asummary of my opinions as to the extent to which a tax- 
payer may be bound by the manner or year in which a 
transaction is returned is as follows: 


CLASS 


OPINION 


. Debts previously charged 1. May be deducted in the 


off in whole or in part but 
not claimed as deduction. 

. Debts charged off in whole 
orin part and claimed as a 
deduction but disallowed 
by Commissioner because 
not then definitely ascer- 
tained to be worthless. 

. Debts not finally deter- 
mined to be worthless 
either in whole or in part 
but which were charged off 
andclaimed as a deduction 
in return which showed a 


year in which finally de- 
termined to be lost. 


. May be deducted in the 


year in which finally de- 
termined to be lost. 


. Return may now be 


amended restoring the loss, 
and debts may be de- 
ducted in year in which 
debts are finally deter- 
mined to be lost. 


but not claimed as a de- 
duction. 


. Real estate written down 


and also claimed as a de- 
duction, but which was 
disallowed by Commis- 
sioner. 


. Real estate written down 


and claimed as deduction 
in return which showed a 
loss before such deduction. 


. Depreciation not claimed 


or claimed in improper 
amount. 


claimed as a deduction 
when finally disposed of. 


. Loss, if any, may be 


claimed as _ deduction 
when finally disposed of. 


. Return may now be 


amended restoring the er- 
roneous deduction and 
loss, if any, may be de- 
ducted in year in which 
real estate is disposed of. 


. May be recomputed and 


refund claims filed for 
years not outlawed and 
other returns amended, 
provided such returns 
show a loss after the 
amendment. 


loss before deduction. 


—E. C. Boye, C.P.A., Kansas City, Mo., before group 
meetings of the Missourr BANKERS ASSOCIATION. 


1,000,000 Houses a Year 


PPRst and foremost, let us find means by subsidy or other- 

wise for a widespread and imaginative low cost housing 
program up to the limit of the available labor supply, and 
pethaps based on a guaranteed annual wage for a number of 
years, 

I do not believe there is any one measure so likely to ac- 
celerate recovery and at the same time add to the real 
wealth and well-being of our people. 
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With but one or two exceptions, this would seem to bring 
out of the doldrums the last remaining lagging industries, 
while at the same time furnishing a really profitable use for 
idle funds. I hold no brief for any one method, but believe a 
way can and must be found to build up to 1,000,000 houses 
a year for many years.—Ernest S. GrirFiTus, Dean, 
American University Graduate School, before the AMERICAN 
STATISTICAL ASSOCIATION. 
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Public Responsibility to Banks 


— all indications this year will hold more economic 
happiness for us than its recent predecessors. More people 
are at work; more goods are being produced; and the people 
have more money with which to buy them. A spirit of in- 
creased confidence is in the air. 

One of the most encouraging aspects of the situation is the 
renewed spirit of cooperation which is becoming increasingly 
evident. The nation stands united by a determination to at- 
tain new levels of well-being. We are profiting by the lessons 
of the past half dozen years, and with the present spirit of 
courage and determination we cannot fail to progress. 

The banking system earnestly desires to cooperate to the 
utmost in this forward movement. Like other groups we are 
engaged in increasing the efficiency of our business, and, 
while the process is by no means complete, the banking sys- 
tem will beyond doubt serve American business in the years 
to come more efficiently than ever before. The emergency is 
past. The confusion of the past few years has ended. Now, 
with calmness and with resolution, the banks are turning 
their attention to the fundamental problems which confront 
them. Bankers throughout the nation, of every rank and in 
every section, are determined to adapt themselves to the 
prevailing lines of economic advance. 

Bankers are increasingly conscious of their responsibility 
to the community. Let me mention a corollary which has 
received less attention, namely, the community’s responsi- 
bility to the bank. It is not the bankers alone who determine 
what sort of banking system this nation shall have, but the 
public they serve as well. The American people have the 
power to fashion any kind of banking system they wish. 
They have this power not only politically—for there is no 
business subject to greater regulation—but also through 
their ability to exert economic pressure. 

Let me illustrate this concretely. During times of business 
expansion there is always a popular demand for more bank- 
ing facilities, a movement to start new banks regardless of 
whether the services of these new banks are really needed by 


Business 


: is the one thing clear in a confused world, that we’ve got 
to be open-minded and quick on our feet to meet the 
changes that are impending. The question is whether busi- 
ness men will be able to handle these changes or whether they 
will slip out of our hands, as they have done disastrously in 
other countries. 

The United States Chamber of Commerce has already 
been on record, and I think all sound business men agree, that 
the principle of collective bargaining should be followed 
everywhere. No business men should refuse to meet with a 
proper group of representatives of their own employes. But 
this does not mean a closed shop or accepting any one organ- 
ization as the sole avenue of contact with employes. 

Business men all over the world recognize that American 
business management has been progressive in raising wages 
without being forced to do it. That is because American 
business believes what it needs most is widespread buying 
power. 

Further, I would say that American business recognizes 
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sound business. The danger is that such a movement may go 
too far. During the prosperity of the ’20s, for example, it is 
generally agreed that there were too many banks. Many of 
them began their operations at the very outset with resources 
too limited to tide them over inevitable periods of stress; and 
even before the depression, the number of bank failures was 
far too high. These unsound banks, moreover, affected the 
entire banking system, through competition in interest rate 
and readiness to make unsound loans. It is essential that 
during the coming months we guard against undue laxity 
in permitting new banking organizations to engage in 
business. 

Now before a new bank can be formed it must obtain a 
charter from the state or the national banking authorities, 
and, if its deposits are to be insured, it must obtain the con- 
sent of the Federal Deposit Insurance Corporation. It is at 
this point that the public can assert its beneficial influence. 
The governmental officials who control the chartering of new 
banks are your representatives and they are responsible to 
you for their actions. Banks themselves have only limited 
influence in such matters. If they oppose the granting of new 
charters they are subject to criticism for appearing to want 
to suppress competition. Only vigorous public opinion can 
be completely effective. 

This one illustration will serve to indicate what I have in 
mind when I refer to the public’s responsibility to the banks. 
Only with the cooperation of an informed public can the 
banking system attain its maximum usefulness. Your banker 
is eager to see you and talk things over. More than ever he 
wants to help you solve your problems, and he wants you to 
understand his. 

On his behalf I want to extend to you a sincere invita- 
tion to call at your bank and see him. The exchange of views 
will benefit you both. Together you will be able to raise the 
banking organization to new heights of service to the people 
of this nation.—Tom K. Situ, President, American Bankers 
Association, in a nation-wide radio address. 


Be Quick 


the advisability and feasibility of proper regulation by gov- 
ernment in many fields of business, as in the Interstate Com- 
merce Commission, where the regulatory body acts as an 
impartial umpire among conflicting interests. It is unfortu- 
nate, however, when a supposed regulatory body seems to be 
playing with the other side instead of impartially umpiring 
the game. 

It is incredible that business men should resign themselves 
to saying: “There is nothing we can do; war is coming.” One 
of the things we can do at least is to cooperate in the efforts 
of the International Chamber of Commerce to eliminate 
friction. 

The location of raw materials and making them available 
to other countries is a matter to which thought has been 
given during the past year by a committee representing the 
International Chamber and the Carnegie Endowment for 
International Peace—HArPer SIBLEY, President, Chamber 
of Commerce of the United States, before the New York 
BOARD OF TRADE. 
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A Bank’s Responsibility to the Public 


E have on our books a great deal of statutory law— 
Wis enacted by Congress whenever it meets and also 
by legislatures of various states as they meet. Many of these 
laws affect banking institutions. Taken all together they 
form the banking law of the United States. I am informed 
that there are over 20,000 pages of bank law in force in this 
country. 

A bank receives its charter from the state or the United 
States Government and is supervised by governmental au- 
thorities. We have in this country not one banking system; 
we have 49 banking systems. The reason for this is that the 
United States Government charters banks and so does each 
one of the 48 sovereign states. There is talk sometimes of a 
unified banking system; that is, all banks under one govern- 
mental authority. This would mean the surrender of state 
rights in chartering and supervising banks. I think we will 
come to this very slowly because there is no doubt in my 
mind that we all have a feeling of allegiance not only to our 
nation but also to the state in which we live. 

The business of the banks of this country is the adminis- 
tration of a great trusteeship. If banks are to be successful 
they must maintain the very highest degree of public con- 
fidence. They would get nowhere without it. They are the 
custodians of the funds of the community. The business life 
of the community depends upon the daily operation of its 
bank and frequently upon the ability of its manufacturers 
and merchants to obtain loans from the bank. The banker is 
aware of his moral responsibility to the community in which 
his bank exists, the community which furnishes the bank 
with its funds and enables it to do business as a bank, and 
realizes that this community deserves wise judgment in its 
granting or refusing to grant loans. The bank helps itself by 
helping others to succeed. The bank should give all the ad- 
vice and assistance possible, at the same time placing none of 
its funds in jeopardy. 


In considering the responsibility of banks to the com- 
munity I realize the importance of educating people to sound 
mortgage lending practices. We have learned much about 
mortgage loans in recent years. We have made some loans 
that should not have been made—loans, for example, on 
buildings that should not have been constructed. A lesson we 
have learned, perhaps with greater force than any other, is the 
necessity of making loans in such a way that they can be and 
will be repaid over a period of years. We have, in other words, 
learned the meaning of amortization and have studied how 
to put it into practice. 

Safe loans are those made on necessary and useful build- 
ings, on buildings not worn out or obsolete, buildings that 
produce an income or that can be used for homes of the 
people. These loans, made on terms that provide for gradual 
repayment month by month, period by period, are the 
proper mortgage loans for savings banks and to some extent 
other banks. 

We have a responsibility to the community to make mort- 
gage loans with our funds. The borrower, however, has a 
responsibility to the bank to repay that loan. We will no 
longer listen to the reasoning of those who wish a loan to re- 
main unchanged year after year. Changing conditions re- 
quire that the loan be kept ahead of the depreciation that is 
constantly going on. 

Banks, it is true, have legal obligations. The law makes 
them clear. Banks have financial obligations to meet every 
contract, to pay every dollar they owe. Above and beyond 
these, banks have a moral obligation to serve the public; to 
serve their community, state and nation. They are service 
corporations. 

Profit is a secondary consideration; fulfillment of their 
responsibilities must come first.—Puitie A. BENson, Second 
Vice-president, American Bankers Association, before the 
LUTHERAN Society, INc. 


Worthy of Their Hire 


Lom we, as bankers, this year, have more laws placed on 
the statute books for our benefit, or to our detriment? 
We will, in all probability, have some additional laws passed 
but for the most part they will be of a minor nature. 

We are confronted with perplexing problems. Most serious 

and most pressing, are the matter of bank earnings because 
of rising costs, demands for better living standards, and 
higher taxes. We must find means to increase earnings, but 
how can it be done? 
_ Ihave come upon numerous bankers who still follow the 
idea that it is not good banking to charge for services ren- 
dered. How sadly lacking we are, if we, as bankers, have not 
sensed the public viewpoint which now generally says: “ Yes, 
we will pay for your services, but with a word of warning— 
do not overcharge us”. 

For many years, bankers have educated the public to come 
toa bank and receive many of its services free; but in the 
space of the last few years we have turned in the other direc- 
lon—to capitalize upon service plus charges. We should not 
let these charges become so extreme that there will be such 
public reaction as to force us to abandon these rightful gains. 
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This year we should continue to consolidate those gains and 
those banks which have not taken this way of increasing 
earnings should plan to do so, and you, particularly in the 
matter of smaller banks, will be amazed at the gains you will 
achieve. Banks in this country which have adopted such 
systems, recognized their value in the past and installed 
proper charges. 

Let us not forget that opinions of people mold our actions. 
If those opinions are of a broad yet conservative nature, give 
the public what it wishes, but if public opinion should de- 
mand of the banker to recede from his position of trust, we 
must then mold public opinion to see our view. 

Let us resolve not to oppose in the future what will be 
good for banking,—just to oppose,—but to work whole- 
heartedly toward a common end—that of making banking 
what it must be, a public trust recognized by a trusting 
public and operated by men who understand sincerely and 
thoroughly that trust.—FrReperick P. H. Smppons, Secre- 
tary, American Security and Trust Company, Washington, 
D. C., before Group II of the VircmiA BANKERS Asso- 
CIATION. 
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ABCDE of Banking 


IHE ABC’s of banking are: Advertising, Bank Manage- 
ment, Credit Policies, Deposit Insurance, Earnings. 

Advertising. This is really the only way we get a chance to 
talk to our public. Adopt an operating policy and sell it; if 
it’s good the public will know it. They are more interested in 
how cold you are than how old. Right now it’s not the height 
of your building, but the treatment handed out on the 
ground floor that means something. Run your bank as you 
think it ought to be run, but be sure that all the interests you 
serve are being properly protected in the order in which they 
come—depositor, stockholder and borrower. 

Bank Management. H. N. Stronck pretty well summed 
this up in this statement made five years ago before the 
Mississippi Valley Conference: “Banks are good in propor- 
tion to the degree of development of the following three 
factors—sound policies, an organization that can effectively 
apply these policies, and a control that will insure their ap- 
plication.” Naturally this whole plan starts and finishes with 
having the personnel fit their respective positions, and not 
allow misfit cogs in the operating wheels. The best executives 
are those who know how to build just this kind of an or- 
ganization. 

Credit Policies. While I have given the borrower third 
place, we should not forget that we have a real obligation to 
perform in his favor. He it is who keeps business going in his 
community; he has cast his lot with us and is entitled to his 
legitimate needs, because in an emergency, if we do not take 
care of him in a reasonable way, he has no other place to go 
and we have done him irreparable damage. 

A good credit officer learns not to say “No” too hastily, 
and often finds it possible to whip a loan application into 
such shape that it becomes a good investment for his bank 
and a service to the applicant. A statement of the following 
sort frequently leads the applicant to offer a perfectly ac- 
ceptable form of note he had not thought of before, because 
of ignorance regarding banking policies: “ Well, my friend, 
we cannot grant you the loan you desire in the shape you 
have suggested, but possibly you can offer some other en- 
dorsement or collateral to make it qualify, and we would like 
to be of service.” This method of handling leads either to 
final rejection in a courteous way, or quite often to the loan 
being made in mutually satisfactory shape. 

Broad vision and broad credit policies do not necessarily 


mean excessive liberality in lending money. Narrowness and 
conservatism are not synonymous, and I pity the customers 
who have the former type of bank management to deal with, 

On the other hand, let’s remember that a hastily made 
loan, concerning which we have not acquired the fullest in. 
formation, frequently brings a headache later on. Reticence 
or evasiveness on the part of the applicant in answer 
pertinent questions is a sure sign that you do not know the 
whole story. Keep loans at home. Instances have come to my 
attention in which banks have allowed some of their best 
local credits to go out of town because of rate differential, 
When this business is entitled to command rate considera. 
tion, I believe it is unwise to be arbitrary and lose it. 

Deposit Insurance. Another high spot in banking today is 
deposit insurance, upon which there are conflicting opinions, 
even among bankers themselves. Undoubtedly we can find 
what we may choose to call inequalities in its application to 
banks of various sizes and deposit averages, but as a stabi- 
lizer in times of stress we must feel that its influence will be 
felt until experience proves to the contrary. 

It might be fair to consider some adjustment of the as- 
sessment so that the larger banks would pay more nearly on 
deposits actually insured, rather than on totals, as they are 
now doing. For instance, we have two accounts in our bank 
carrying an aggregate balance of $1,200,000. Obviously, the 
assessment of $1,000 annually we pay on these two accounts 
is equal to 10 per cent on the sum actually insured ($10,000). 
Some adjustment of this situation would apparently be 
justified. 

The influence of this deposit protection, covering as it does 
such a large percentage of accounts numerically, should have 
the effect of deterring initiation of withdrawals, thereby pre- 
venting a growing feeling of uneasiness under which with- 
drawals usually gain momentum. 

Earnings. As this subject alone could be indefinitely dwelt 
upon, I may just ask: Are your accounting methods fully in- 
formative? Are your expenses reasonable in all departments 
and is your personnel producing the best results? Are your 
accounts all paying their own way and some not getting a 
free ride?-—James B. Dey, Jr., President, Virginia Bankers 
Association, and Senior Vice-president, National Bank of 
Commerce, Norfolk, before Group II of the Vircmta Bank- 
ERS ASSOCIATION. 


Taking the Warehouse to the Goods 


— of warehousing which has developed extensively 
in recent years is commonly referred to as “field ware- 
housing”, and it is gradually attaining prominence in the 
lending policies of banks nationally. The name “field ware- 
housing” is more or less a coined one as the operation is only 
and actually that of warehousing, but the performance takes 
place at the existing location of the commodities and goods. 
The word “field” has been added to distinguish it from 
terminal or central storage. “Field warehousing” could be 
called quite applicably “branch warehousing” for it is con- 
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sidered more along these lines by the larger operators of this 
type of warehouses. Irrespective of what term is used, the 
warehouseman has an inviolate trust to the banker for the 
proper custodianship and delivery of the warehoused goods. 
A warehouse company takes its facilities to the owner of 
the goods and establishes a warehouse on the premises of that 
owner. As warehousing follows the trade custom of storing 
the particular goods, the field warehouse may be a building, 
or part thereof, in which is stored canned goods, sugar, flour, 
cheese, other food products, textiles, manufactured 
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etc.; or it may be an open space on which lumber, logs, pulp- 
00d, iron, steel, etc., are piled; then again, it may be tanks 
or bins for the storage of grains, oils and the like. 

The prime requirements in the physical establishment of 
the field warehouse are that the building, space, etc., which 
is to be designated as the warehouse must be accurately de- 
fined and under the control of the warehouse company; that 
the goods to be warehoused are properly segregated and ready 
of identification; and that a proper accounting of the goods is 
maintained. Briefly, the warehouse company accomplishes 
these vital essentials through obtaining leases which are duly 
recorded; the employment of its own signs, locks, identifica- 
tion or stack cards; accounting systems, and the appoint- 
ment of its bonded agent at the warehouse. 

It may be asked, rightly, what is the purpose of field ware- 
housing when the goods remain on the owner’s premises and 
the owner provides the warehouse space. The answer is that 
field warehousing is a financial medium. It is a ways and 
means of creating security covering the owner’s goods, or 
inventory, in a form which will be readily acceptable to a 
bank as collateral for moneys loaned or to be loaned. The 
form of this security is the warehouse receipt. Why, then, 
should these warehouse receipts be acceptable security? 
Provided warehouse receipts are issued by a bona fide ware- 
house company, they convey title to the goods listed thereon 
to the holder and the security is in the custody of an inde- 


pendent third party providing proper bailment and account- 
ing, and no releases of the security are permitted without the 
written authority of the bank. Under these conditions, the 
bank’s only concern as to its security is whether it has a 
proper margin in value and whether there is a market for the 
security. 

The warehouse company is responsible for the existence 
of the security. For these main reasons, warehouse receipts 
are regarded as the most desirable form of security applicable 
to a borrower’s inventory. 

Furnishing, as it does, sound security on inventory, field 
warehousing has opened an avenue to the safe and profitable 
employment of a bank’s funds. It makes available to a bank 
loans which are not warranted on the basis of the borrower’s 
statement or with other forms of collateral, but which would 
be attractive with control of the borrower’s inventory held. 
I think all bankers have had the experience of regretfully 
declining accommodation to a deserving borrower for the 
reason that the statement submitted was not in line with the 
credit asked for or that the security was not satisfactory. 
However, if that borrower had an inventory of raw or fin- 
ished goods, the application of field warehousing might have 
altered the complexion of the credit application—T. S. 
Jackson, Manager, Field Warehouse Division, St. Paul 
Terminal Warehouse Company, St. Paul, before WiscoNsIN 
BANKERS ASSOCIATION. 


How to Prevent Inflation 


— a conservative, a believer in development of private 
initiative, private banking and business opportunity, but 
when I analyze just what it is that I want to conserve I come 
to the conclusion that it is, after all, property rights, the op- 
portunity for expression of individualism. And then when I 
look a little further, I realize that the great majority of 
people in this country own very little property, and that 
what they want to conserve is the right to work, and the 
security of a reasonable standard of living for themselves, 
and their families, now and in the future. I realize that 
human rights must be preserved if property rights are to be 
preserved, and property rights must be preserved if human 
rights are to be preserved. 

The interests are not conflicting. They are a part of the 
same thing. As the owners of property and as leaders under a 
system of capitalism it seems to me that we cannot expect to 
conserve that which we are so desirous of conserving without 
attempting or being willing to conserve and assure that 
which the great majority of our people want to be assured of. 

As I look back and consider what we have gone through 
from the time of the boom period of the ’20s up to the present, 
Iam impressed with this fact: That to have safety in banking 
we must have stability in our economy, that it isn’t possible 
to have such great fluctuations in the national income as we 
have had, and at the same time devise any formula for sound 
credit and investment policy for banks. 

Thave said for three years that you cannot balance a Fed- 
eral budget until you correct the causes for its being out of 
balance. A Federal budget can only be balanced out of na- 
tional income, and the national income can only be increased 
by the increase in the volume and the flow of money, and 
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private interests will not increase the volume or the flow of 
money except as it is profitable to do so; but a government, 
acting collectively for all of us, can do for us under such cir- 
cumstances what we cannot do for ourselves, acting in- 
dividually. 

That has been done, and the Federal budget will be bal- 
anced out of an increased national income. It is my belief 
that there will be very little more borrowing by the Federal 
Government. With the large Treasury balances, with the 
assets which are being liquidated bringing funds into the 
Treasury, together with tax revenue, it is my belief that the 
market will not be given an opportunity to take substantial 
additional issues of Government securities, even though the 
budget is not technically balanced. 

I believe thoroughly that a technically balanced budget 
will be reached by 1939, and that a balanced budget, so far as 
having to go to the market for additional funds is concerned, 
will be reached by 1938. 

Now we have experienced the influence of deflation on the 
banking system. We have seen an example of the influence of 
reflation on the banking system and on our economy as a 
whole. If we can determine the forces that make for deflation 
and deal with them, and again can determine the forces that 
make for inflation and deal with them, we have some chance 
of approaching successfully the problem of maintaining a 
greater degree of stability than we have been able to achieve 
in the past. 

I think it is much more necessary to deal with that prob- 
lem now than ever before because of the complexity of our 
economy, because of the interdependency of its many parts, 
because of the fact that we are a creditor nation and because 
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we no longer have the great frontiers that we once had in the 
West and South. Yet I firmly believe that with far-sighted 
leadership on the part of the bankers and the business men, 
it is possible to devise ways and means for a better, more 
orderly functioning of our economic system, with a minimum 
of Government encroachment upon the field of private enter- 
prise and initiative. 

If for any reason we get out of balance again and unem- 
ployment starts to develop, surplus Federal revenue should 
be promptly diverted into the spending stream and away 
from the stream of the reduction of Federal debt. If that 
isn’t sufficient to meet the unemployment situation and stop 
credit contraction in its inception, we should be ready to 
incur a budgetary deficit. 

In other words, the Government must be looked upon as a 
compensatory agency in this economy to do just the opposite 
to what private business and individuals do. The latter are 
necessarily motivated by the desire for profit. The former 
must be motivated by social obligation. 

You are not worrying today, of course, about deflation. 
You are pretty well satisfied with recovery up to date. You 
have been worried about the Government debt and unbal- 


anced budget, and you have had fear that it would create an 
inflation and destroy the value of your money, the value of 
your investments. 

I have answered one of your questions, and that is the one 
with reference to a balanced budget. Inflation comes not only 
from a continued budgetary deficit, financed by the banks 
but inflation can come through an expansion of private 
credit. I believe that that can be met. It can be met first by 
diverting surplus Federal revenue to retiring Federal debt a 
private debt expands. 

It can be met by the powers which have been given to the 
Federal Reserve Board, by extinguishing excess reserves, and 
even going so far, if need be, to force the banks to borrow, 
That, of course, would stop the process of private credit 
expansion. 

I think that with the powers that are in the Federal Re. 
serve Board, coupled with the right fiscal policy by the Gov. 
ernment, first by balancing the budget, and then by using 
surplus income in times of prosperity to reduce the Federal 
debt, we can stop inflation—MarrIner S. Ecctgs, Chair. 
man of the Board of Governors, Federal Reserve System, 
before the NEw ENGLAND BANK MANAGEMENT Coonctt. 


Now Pay the Fiddler 


j kon United States must have a period of genuine debt 
liquidation before the advent of the next severe depres- 
sion or the next war. 

With interest rates at their present low level the Federal 
Government ¢an carry the present volume or even an in- 
creased amount of debt with ease. But the ability to carry a 
debt is not the only criterion of credit capacity. Nor is the 
present low interest rate a demonstration of the soundness of 
the credit of the nation. Rather, in the present situation, it is 
an index of the paucity of alternative high grade investment. 

Unless the Government and its people have the will to 
retire this new debt before large public credits are needed 
again, it may never be able to borrow as much as it needs on 
such occasions or on as favorable terms again. 

The policy which the state should adopt is to impose the 
largest possible amount of taxes for debt repayment which 
can be collected and still allow a reasonable rate of increased 
production, or, as it may be termed, business expansion. 

The amount of reasonably possible taxation will vary 
from time to time. It can be increased, for example, when- 
ever business activity passes from the stage of ordinary 


production to inflation. It can reasonably be decreased, too, 
with economic depression. 

The greater the length of the period of repayment, the less 
will be the probable effect of taxation for debt service on the 
distribution of wealth. The longer the period, the less likely 
it is that the debt will be paid by progressive taxation, or the 
less steep the progression will be. Conversely, the shorter the 
period and the greater the amounts of payment, the more 
likely are progressive taxes to be employed. 

The corporate surplus tax should be strengthened to 
make more effective personal income taxation and the known 
defects in the law should be removed. Under no circum- 
stances should this law be repealed or its teeth removed. 

With the advent of prosperity, and certainly if there is in- 
flation, the productivity of the national revenue system may 
be increased by a temporary, boom-time sales tax. Tar 
exemption of securities should be gradually eliminated and 
the administrative machinery should continue to be im- 
proved.—Simeon E. LELAND, Professor of Economics, Uni- 
versity of Chicago, before AMERICAN Economic ASSOCIA- 
TION. 


The Risk in Bond Guessing 


ia there is any single outstanding weakness in the handling 
of security accounts today by the banks of this country, it 
lies in the absence of the adoption of a policy. It is essential 
in the extreme to arrive carefully at a policy in regard to the 
security account, and once that policy has been determined, 
to adhere to it rigidly. It is necessary that we determine what 
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function we wish our security account to perform. Without 
knowledge of that, a banker is powerless to proceed intelli 
gently in any direction. 

A practical solution could probably be worked out along 
the following lines: that portion which is being used as @ 
secondary reserve should be put in a revolving fund with 
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sme maturities coming due in each of five years. It is not an 
scademic or - theoretical attitude to say that in this portion 
of the account there can be virtually no consideration given 
io the yield obtained, and the reason such an attitude is not 
theoretical is that the function which this money is designed 
io perform does not permit of placing it in channels which 
give a return of any consequence in this money market. It is 
jolly for any single institution or groups of institutions to 
el that they can control, or “beat”, to use slang, the going 
ates of the money market. ae 

That portion which because of a continually shrinking 
an department is employed more or less permanently in 
securities should be placed in bonds with maturity date rang- 
ing from 5 to 20 years. It would be desirable to space these 
with some degree of regularity although such spacing need 
sot be as rigidly adhered to as in the case of the revolving 
fund composing the secondary reserve. 


It is not possible to construct in a day or a week or a month 
a revolving fund of five year bonds or a revolving fund of 20 
year bonds, but over a period of six months to a year there is 
no reason why any banker in America could not construct 
such a fund to his satisfaction. 

What are the guide posts by which one can determine the 
amount of bonds which would be in the five year revolving 
fund? 

The data it would be necessary to seek here would be 
the following: the seasonal fluctuation experienced in its loan 
account and the seasonal variation in deposits. To the sum of 
these two figures should be added an estimate made by each 
banker for himself as to what he believes his loan demand 
would be if business continues to revive.—J. HARvIE WILKIN- 
SON, JR., Vice-president, State-Planters Bank and Trust 
Company, Richmond, Virginia, before the Vircin1a BANK- 
ERS ASSOCIATION. 


Inflation’s Fingerprints 


HE use of the word “fingerprint” brings to mind thieves 

and sleuths. What could be more suitable in connection 
with the discussion of inflation, which, in contrast with the 
ordinary thief who works only by night, carries on its thiev- 
ing operations 24 hours of the day. 

Unfortunately it seems to be most difficult for many who 
discuss this subject to agree upon and adhere to any defini- 
tion of the word “inflation”. However, by “inflation”, I 
shall mean that condition which exists when purchasing 
power has been somehow injected into the channels of trade 
at a faster rate than is necessary to represent goods produced 
and en route to market. It is a condition wherein the effective 
demand which might possibly converge on the market would 
greatly exceed the value of goods reaching the market more 
or less simultaneously. 

The phrase “purchasing power” is used to designate all 
means of payment commonly given by buyers to sellers in 
the market places of a modern industrial nation. For the 
most part, this consists of demand deposits subject to check, 
and hand-to-hand currency. 

For example, when checking accounts plus currency in 
circulation increased from about 10 billions just before the 
World War, to approximately 25 billions in late 1919, the 
presence of inflation was fairly obvious. 

It happens that this simple criterion of inflation is 
not always as useful a guide to those seeking enlighten- 
ment, 

The present monetary and banking situation makes it 
Virtually impossible to judge the degree of inflation by its 
effects on prices in the speculative markets, such as the prices 
of commodities and common stocks. In the first place, de- 
Valuation presumably causes higher commodity prices over 
the long run. There is an obvious relationship between the 
cost of production of gold and prices of other goods, in the 
long run. The existence of this relationship is quite apt to be 
forgotten in the case of gold because it is frequently over- 
looked that a high commodity price level really means a low 
price for gold, and vice versa. 

The remonetization of silver is another complicating 
factor, the effects of which seem certain to be similar to the 
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effects of inflation as I have defined it. Of course, the mone- 
tization of government deficits is directly inflationary, but 
the operation of the various stabilization funds may not be 
inflationary and yet may have short run effects on price 
levels, especially of the international commodities. All these 
influences, together with many others, so complicate the 
situation that it is virtually impossible to ascertain the de- 
gree of inflation by reference to the apparent effects of in- 
flationary policies. 

In view of these circumstances the only satisfactory clue 
to inflation will probably be found by an examination of the 
source of the excess purchasing power made available. In the 
case of the inflationary progression now under way in this 
country, every informed man realizes that the modus 
operandi is for the commercial banking system to monetize 
the budget deficits of the Federal Government. The source 
of inflation at present, therefore is similar to its source during 
the World War period in this country. In other words, we 
shall find the fingerprints of incipient inflation on the bank 
records of this country. 

If a bank has already invested (that is to say, spent) the 
savings which have been deposited with it, and then pro- 
ceeds to acquire an investment type asset (that is, to buy 
another bond, or to lend to someone on securities or real 
estate), the resulting credit to the seller’s checking account 
will constitute a net addition to the total of checking ac- 
counts in use, inasmuch as there was no prior deduction from 
the account of a savings depositor. 

This illustration may help to make it clear why the ac- 
quirement of investment-type assets by a commercial bank- 
ing system, to a greater extent than is warranted by its 
savings deposits, plus capital, surplus, etc., creates new 
purchasing power which is in excess of that needed to repre- 
sent goods produced and en route to market. 

I am convinced that the extremes of the business cycle 
would be eliminated if our banks refused to provide the 
means by which honest optimism can become insane greed, 
rushing madly to its own destruction—E C. Harwoop, 
Trustee, American Institute for Economic Research, before 
the SocrETy For STABILITY IN MONEY AND BANKING. 
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Interest Rate Control 


FE: even among bankers themselves, realize the extent 
of government intervention in recent years throughout 
the world in the field of banking and credit. 

State activity in banking is a problem of deep significance 
and one which must be approached in an impartial and non- 
partisan fashion. It is not sufficient to criticize government 
activity unless a constructive attitude is taken and unless 
private enterprise is ready and willing to assume those 
functions being rendered by government credit institutions. 
It is a problem which requires thoughtful study and a field 
in which broad sweeping generalizations must be tempered 
by an appreciation of the realities of the situation. 

I want to give particular emphasis to the effects of state 
intervention in this country on rates of interest. This is a 
problem which not only affects banking activity very 
directly but also affects in its many ramifications all phases 
of economic activity. 

Through the depression Government intervention in 
interest rate control has been for the purpose of lowering 
rates of interest. 

Intervention in interest rate control has taken two forms: 
first, the establishment of various types of credit institutions 
which, directly or incidental to their primary functions, 
affected rates of interest; and second, the adoption of easy 
money policies which have enlarged member bank reserves 
and so lowered all interest rates as excess reserves increased. 

The effect of Government lending agencies upon reduc- 
tions in interest rates and credit standards requires careful 
analysis. The various advantages which they enjoy place 
them in a preferred position compared with other lending 
agencies and reduce their costs below competitive levels. 

In the first place, Government lending agencies have 
received capital contributions from the Treasury. More than 
$2,000,000,000 has been so provided. The majority of these 
agencies are paying no dividends to the Government and 
existing provisions for such payment are on a when, as and 
if earned basis. 

In the second place, Government agencies enjoy provision 
for the Government guarantee of the obligations which they 
issue. 

In the third place, various obligations issued by Govern- 
ment lending agencies carry tax-exempt privileges, giving 
them further advantages in the matter of operating costs. 

In the fourth place, the Government has extended direct 
financial assistance to its lending agencies in other ways, 
including payments to offset deferments of principal instal- 
ments, interest rate reductions, and appropriations to defray 
administrative expenses, etc. 

There are 12 major Government agencies, other than the 
Treasury, legally empowered to issue securities. Prior to 1932 
there were only two Government agencies or quasi-agencies 
with such powers. Seven of the 12 agencies have securities 
outstanding at the present time totaling more than $10,000,- 
000,000 including the $4,000,000,000 of Reconstruction 
Finance Corporation notes largely held by the Treasury. It 
is estimated that through a full use of their powers these 12 
agencies could borrow up to a maximum of $25,000,000,000. 

The whole subject of Government lending agencies should, 
I believe, be thoroughly reconsidered. What rdle should they 
play in periods of depression, in periods of prosperity? Can 
their functions be assumed by private agencies? What has 
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been the effect of their operations upon rates of interes 
upon credit standards, upon making for artificial ease in the 
field of instalment credit and mortgage loans? 7 

Government lending institutions have reduced rates ¢ 
interest in particular fields. Monetary policies have redyced 
rates of interest in all fields through increasing member } 
excess reserves. 

Through our interest rate policies we are Preventing th 
rate of interest from exercising its regulatory function, | 
Interest is the price of capital. Any type df price control. 
serves to nullify those self-corrective forces which operat 
under conditions of free competition. Errors become cumula. 
tive and resultant business fluctuations are magnified. This 
is true of interest rate control either in particular fields orin | 
the whole economy. 

Low and declining rates of interest are of immeasurable 
benefit to a nation, provided that they are the result of 
genuine forces of supply and demand. They are evidence ofa 
prudent, thrifty people; of a community where greater 
reliance is placed on machines and where wages are relatively 
high. 

On the other hand, the reduction of rates of interest 
through monetary manipulation and forced credit expansion 
provokes great harm in its effects on the banking system and 
in magnifying business fluctuations. Fundamentals are 
disguised. People act as if the community had truly grown 
rich and prosperous. 

Under such circumstances the commercial banking system 
is called upon to do that which it should not be expected to 
do if equilibrium is to be maintained. Government deficits 
and long term investment requirements are financed by bank 
credit extensions. The main supply of the capital market 
must come from individual and corporate thrift if sound 
conditions are to be maintained. 

Artificially low interest rates, bringing about a substitu. 
tion of bank credit for true capital on a vast scale, inevitably 
lead to a disastrous deterioration in the quality of bank 
credit itself. It leads further to grave industrial dislocations, 
Capital and labor are not utilized in relation to one another | 
in the most productive fashion. Dislocations arise in the 
structure of production. 

Artificial prices are dangerous in any field, but ae 
emphatically so in the case of the rate of interest where the 
effects permeate the entire economic system. When interest 
rates eventually rise, as they surely will, serious readjust 
ments are involved. Business earnings must be recapitalized © 
at the higher rates and fixed assets correspondingly reduced 
in value. Long term bank assets will be subject to the same] 
forced readjustment. 

Not only are low rates not necessary for recovery, but they | 
militate against a sound recovery and set forces in mofida 
which involve later serious readjustments. An economy Cal | 
be kept in equilibrium only if the rate of interest, along with” 
other prices, is allowed to seek its natural level and to perform | 
its full regulatory function. This conclusion applies to thos” 
particular fields served by Government lending agencies a © 
well as to the whole economy which experiences the expalt 7 
sionist effects of interest rate control.—WINTHROP 
Avpricu, Chairman, Board of Directors, The Chase 
tional Bank, New York, before a dinner meeting of the 
RHODE IsLAND BANKERS ASSOCIATION. | 
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